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THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA 

NOTIFICATION 

(Chartered Accountants) 

New Delhi, the 18th September, 1964 

No. 48-CA(l)/64,—In pursuance ol sub-section (5) of Section 18 of the Char¬ 
tered Accountans Act. 1949, a copy of the report and the audited accounts of the 
Council for the year ended 31st March 1964 is hereby published for general In¬ 
formation : 

THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA FIFTEENTH 
ANNUAL REPORT OF THE COUNCIL FOR THE YEAR ENDED 31ST MARCH, 

1964. 

The Council has pleasure in making its Fifteenth Annual Report for the year 
■ended 31st March 1964. in accordance with the provisions of Section 18(5) of the 
Chartered Accountants Act, 1949. 

I. The Council 

A. MEMBERS OF THE COUNCIL 

As provided in Section 9 of the Chartered Accountants Act, the Fifth Council 
constituted partly by election and partly by nomination on 17th September 1961 
consists of the following members: 


Aiyar, R, V. 

Calcutta 

Basu, A. C. 

Calcutta 

Brahmayya, P. 

Madras 

Chitale, M. P. 

Bombay 

Cooper. R'. C. 

Bombay 

Desai, S. N. 

Bombay 

Dhondy, H, B, 

Bombay 

Gibb, J, S. F. 

Calcutta 

Gupta, S. K. 

Calcutta 

Gutgutia, K. N, 

Calcutta 

Haribhakti, V. B. 

Bombay 

Khanna, K, C. 

New Delhi 
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Lakhia, C. R. 

Ahmedabad 

Lall, R. M. 

Lucknow 

Majumdar, H. M. 

Calcutta 

Mody, N. R, 

Bombay 

Raghu Nath Rai 

New Delhi 

Rgngaswamy, D. 

Madras 

Satyamurti, V. 

New Delhi 

Sen, P. K. 

New Delhi 

Soundararajan, V, 

Madras 

Tandon, P. L. 

Bombay 

Vallibhoy, F. H. 

Calcutta 

Veeraraghavan, N. N. 

Madras 

Venkatesan, R. 

Madras 

Viccajee, V, F. 

Calcutta 


B. PRESIDENT & VICE-PRESIDENT 

Shri P. Brahmayya (Madras) who was elected President at the Thirteenth 
Annual Meeting held in September 1962 continued in the office upto 16th Sep¬ 
tember, 1963. 

Dr. R. C. Cooper (Bombay) who was Vice-President in the preceding year was 
elected President at the Fourteenth Annual meeting of the Council held on 14th 
and 15th September 1903 and at the same time. Shri Raghu Nath Rai (Delhi) was- 
elected Vice-President. They shall hold these offices until 10th September. 1964. 

C. NEW MEMBER OF THE COUNCIL 

Mr. J. S. F. Gibb and Shri V. Satyamurti members of the Council nominated 
by the Central Government resigned their membership of the Council and their 
resignations were accepted with effect from 0th dune and 18th July 1964 res¬ 
pectively. 

Shri B. P. Roy has been nominated in place of Shri V. Satyamurti by the 
Central Government. 

D. MEMBERS OF THE VARIOUS COMMITTEES 

1. The following Standing Committees were constituted by the Council under 
Section 17(1) of the Act for a period of one year from 17th September. 1903: 

(i) Executive Committee, 

Dr. R. C. Cooper, President. 

Shri Raghu Nath Rai, Vice-President. 

Shri H. B. Dhondy. 

Shri S, K. Gupta. 

Shri N, N. Veeraraghavan. 

(il) Examination Committee 
Dr. R. C, Cooper, President, 

Shri Raghu Nath Rai, Vice-President, 

Shri c. R', Lakhia. 

Shri H, M. Majumdar. 

Shri B. Rangaswamy. 

(iii) Disciplinary Committee 
Dr, R. C. Cooper, President. 

Shri Raghu Nath Rai, Vice-President. 

Shri M. P. Chitale. 

Shri P, K, Sen. 

Shri R. Venkatesan. 
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2. The following other Committees vbere also constituted with effect from 17th 
September, 1963: 

(i) Research Committee 

Shri N. R. Mody, Chairman. 

Shri H, B. Dhondy, Vice-Chairman, 

Shri R. V. Aiyar. 

Shri P. Brahmayya. 

Dr. R. C. Cooper, 

Shri V. B. Haribhaktf. 

Shri S. N. Cooper. 

Shri B. M. Pardiwalla. (Co-opted under Section 17(2) 

Shri M. H, Mody, of the Act). 

Shri Y. H. Malegam. 

(ii) Post Graduate Course Committee 
Shri S. K. Gupta, Chairman. 

Shri M, P. Chitale, Vice-Chairman, 

Shri S. N. Desai. 

Shri V. B. Haribhakti. 

Shri R. M. Lall. 

Shri V. Satyamurtl. 

Shri P. L. Tandon. 

Shri R. Venkatesan. 

(iil) Professional Development Committee 
Shri S. N. Desai, Chairman. 

Shri V. Satyamurtl, Vice-Chirman. 

Shri A. C. Basu. 

Shri P. Brahmayya. 

Shri H. B. Dhondy. 

Shri N. R. Mody. 

Shri V. Soundararajan. 

Shri F. H. Vallibhoy. 

Shri Y. H. Malegam. 

Shri C. P. Mukherjee. \ (Co-opted under Section 17(2) 

Shri A. K. Sen, / of the Act). 

(iv) Taxation Committee 

Shri S. N. Desai, Chairman. 

Shri F. H. Vallibhoy, Vice-Chairman, 

Shri R, V. Aiyar. 

Shri A, C. Basu. 

Shri M. P. Chitale. 

Shri V. B, Haribhakti. 

Shri K. C. Khanna. 

Shri N, N. Veeraraghavan. 

(v) Coaching Board 

Shri V, B. Haribhakti, Chairman. 

Shri H. M. Majumdar, Vice-Chairman. 

Shri P. Brahmayya. 

Shri C, R. Lakhia. 

Shri R, M. Lall. 

Shri B. Rangaswamy. 

Shri V. Soundararajan. 

Shri S. D. Nargolwala. (Co-opted under Section 17(2) 

of the Act). 
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(vl) Expert Advisory Committee 
Shri N. R. Modi, Chairman. 

Dr, R, C. Cooper, Vice-Chairman. 

Shri H. B. Dhondy. 

Shri S. N. Desai. 

Shri C. C, Chokshi. \ (Co-opted under Section 17(2) 

Shri M, H. Mody, Member/Secretary, f of the Act). 

(vii) Shield Panel 

Shri N. R. Modi, Chairman. 

Shri P. Brahmayya, Vice-Chairman. 

Shri K. N. Gutgutia, 

Shri M. H. Mody. \ (Co-opted under Section 17(2) 

Shri S. K. Bhattacharyya. J of the Act). 

(viii) Ad Hoc Committee for Looking into Complaints of 
Unjustifiable Removals from Auditorship. 

Shri N. R. Modi, Chairman. 

Shri J. S. F. Gibb. 

(lx) Land and Buildings Committee 
Shri P. Brahmayya, Chairman. 

Dr. R. C. Cooper, Vice-Chairman, 

Shri K. N. Gutgutia. 

Shri V Satyamurti, 

Shri V. F. Viccajee. 

(x) Employment Committee 
Shri J, S. F. Gibb, Chairman. 

Shri V. Soundararajan, Vice-Chairman. 

Shri K. N. Gutgutia. 

Shri K. C. Khanna. 

Shri R. M. Lall. 

Shri V. F. Viccajee. 

(xi) Committee for Establishing Liaison with Universities 

Shri K. C. Khanna, Chairman. 

Shri H, M. Majumdar, Vice-Chairman. 

Shri R. V. Aiyar. 

Shri C. R. Lakhia. 

Shri R. M. Lall. 

3. Two Special Committees were also constituted for the purpose of enrolment 
of members under clauses (iii) and (iv) of sub-section (1) of section 4 of the 
Chartered Accountants Act, 1949. The members of these Committees are Dr 
d). C. Cooper, President (Chairman), Shri Raghu Nath Rai, V ice-President and 
tjhri V. Satyamurti, 

E. COUNCIL AND COMMITTEE MEETINGS. 

During the year, the Council met on three occasions, The following Committees 
herd meetings totalling 51 as follows: 


Number of meetings held in 
1903-94 1902-63 

1. Standing Committees: 

(1) Executive 4 3 

(ii) Examination 7 0 

(iii) Disciplinary 12 0 
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2. Other Committees: 

(I) Research 

(II) Post Graduate Course 
(ili) Professional Development 
(Iv) Taxation 

(v) Coaching Board 

(vi) Expert Advisory 

(vii) Shield Panel 

(villj Ad hoc Committee for looking 
into complaints of unjusti¬ 
fiable removals from auditorship 
(lx) Land & Buildings 

(x) Employment 

(xi) Committee for establishing 

liaison with the Universities 

3. Special Committees: 

(1) Under Section 4(1) (ili! 

(ii) Under Section 4(1) (iv) 

II. Members 

.MEMBERSHIP CHANGES. 


Number of meetings held ic 
1963-64 1962-63 


3 

4 
3 

3 

4 
2 
1 


2 

3 

4 

3 

3 

2 

1 


1 

2 

•> 


2 4 


2 


2 

2 


The number of members admitted during the year 1963-64 was 593. 9 former 

members of the Institute resumed me?nbership during the year. Under Section 
20 of the Chartered Accountants Act, the names of 52 members were removed 
from the Register: 15 due to death. 4 at their own request. 31 cue to non-payment 
of fees and 2 due to other causes. 


The number of members of the Institute on 31st March 1964 was 6063. com¬ 
pared to 5518 on S 1st March, 1963, an increase of 563. A summary of the 
changes is given ic Appendix “A”. 


B. RECOGNITION OF QUALIFICATION AWARDED BY THE PUBLIC 

ACCOUNTS’ AND AUDITORS’ BOARD OF SOUTH AFRICA FOR ADMIS¬ 
SION AS A MEMBER. 

The Council has decided that a person who possesses the qualification awarded 
by the Public Accountants’ and Auditors’ Board ol South Africa and who is 
“permanent resident of India" may be enrolled as a member of this Institute 
subject to his status as a “permanent resident of India’’ being enquired into and 
accepted by the Council. 

C. RESOLUTION OF THE COUNCIL UNDER SECTION 4(I)(v'l. 

The Council at its meeting held in February 1953, had passed a resolution to 
recognise the examination and practical training undergone according to tht 
Regulations of any of the four Accountancy Bodies in U.K.. as equivalent to the 
examination and training prescribed for the members of the Institute, in exercise 
of the authority vested in it by clause (v) of sub-section (1) of Section 4 of the 
Chartered Accountants Act. One of the objects of this resolution was that Indian 
nationals who had acquired a part of the training in India and the rest in U.K., 
be considered eligible for the membership of this Institute. 

Some difficulties having arisen in the implementation of this resolution, the 
Council has decided that the word ‘practical’ occurring in the foregoing resolution 
be omitted. In consequence, a candidate who has undergone either theoretical 
or practical training in England and has passed the examination conducted by 
any one of the four Accountancy Bodies recognised by the Institute would be 
eligible for admission as a member of the Institute. 


D. FELLOWSHIP. 

During the year 1903-64, the number of Associates who became Fellows on 
the basis of five year’s continuous practice was 171 (compared to 150 during the 
year 1962-63), 7 Associates were enrolled as Fellows on the ground that they 
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possessed experience, considered equivalent to the experinnce normally acquired 
as a result of continuous practice for a period of 5 years, under Regulation 5(4) 
of the Chartered Accountants Regulations, 1949 (compared to 4 during 1962-63). 

E. LIST OF MEMBERS. 

The list of members as on 1st April 1964. has been published and copies there¬ 
of supplied to such of the members who had asked for a copy, as provided In 
Section 19(3) of the Act. 

F. DISCIPLINARY ACTION. 

Details of the findings of the Council in the cases referred by It for enquiry 
to the Disciplinary Committee under Regulation 11(8) since the last report are 
given in Appendix “B”. 

G. PROFESSIONAL CONDUCT. 

1. The Council has published a book entitled “Code of Conduct” which has 
been supplied to all the members of the Institute free of cost. The Council 
will be bringing out shortly a booklet summarising and illustrating the principles 
afiecting auditors, their rights, duties, obligations, practice, etc., settled py legal 
decisions, 

2. After approval of the Council the following statements were published in 
“The Chartered Accountant”: 

(i) “Insertion of names of members or firms in the Telephone Directory" (May 
1963). 

“It was notified in the Bulletin for December 1950 that If a member allows 
his name or that of his Arm to be published in the Telephone Directory under 
the Classified List, It would be deemed to be an advertisement, provided a 
separate payment has been made for the same. Subsequently, it w'as notified 
in the Journal lor February 1954, that publication of the name of the member 
or that of his firm in the Classified List in the Telephone Directory would be 
objectionable, only it is published in bold type provided a separate payment, 
has been made for it or It has been so published at the special request of the 
partner or partners of the firm concerned. It was also clarified that if It is made 
at the request of the partner or partners of the firm or on payment of an addi¬ 
tional fee, It would attract the provision of clause (e) of the Schedule [now clause 
(6) of Part I of the First Schedule] to the Chartered Accountants Act, 1949. 

The Council, at its recent meeting, reconsidered this matter and decided, in 
jnodification of its aforementioned decisions, that publication of the name of the 
member or that of the firm, in wdiich he is a partner, or of which he is the pro¬ 
prietor, In the Classified List in the Telephone Directory in any event would be 
objectionable. But a member could, adopt the designation “Chartered Accoun¬ 
tant” along with his name In the Alphabetical List of subscribers provided the 
same is not in bold type,” 

(li) “Recommendation of the Council on Audit of Liquidator's Accounts". (August 
1963). 

"The Department of Company Law Administration has brought to the notice 
of the Council eases where chartered accountants acting as liquidators of Companies 
have Insisted on themselves auditing the statements of accounts submitted by 
them as liquidators under section 551 of the Companies Act, 1956. 

In order to establish a healthy convention, thp Council recommends that, where 
a chartered accountant acts as a liquidator, the statements of accounts to be filed 
under section 551(1) of the Companies Act, 1956 should be audited by a qualified 
chartered accountant other than the chartered accountant who is the liquidator of 
the company.” 


(iii) “ Independence of Auditors" (May 1964), 

"The subject of independence of auditors has been discussed of late and one 
of the matters concerns the appointment as auditors of persons who are relatives 
of Managing Agents, Managing Directors, -whole-time Director or a Partner ol the 
firm acting as '"Managing Agents/Secretaries/Treasurers of the Company. It has 
been mentioned that in such instances where close relationship exists, it Is possible 
That the independence of an auditor may be jeopardized, 
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Although the Council feels that there are adeauate safeguards provided in the 
Companies Act as well as In the Chartered Accountants Act, it is of the view that 
independence, being a state of the mind, is not necessarily affected by the fact of 
mere relationship any more than it would be in existence if the relationship did 
not exist. In any case, lest there may be any feeling in the public mind that rela¬ 
tionship would affect the independence of auditors, the Council suggest that where, 
due to near relationship of an auditor with a Managing or a whole-time Director 
or a Partner of the iirm acting as Managing Agents/Secretaries/Treasurers of the 
firm, the independence of an auditor is likely to be jeopardized, he should use his 
good sense, and acting in the best traditions of the profession, refrain from accept¬ 
ing the appointment. Similarly, if an auditor is a relative of a Director other 
than a Managing or a whole-time Director or an associate of the Managing Agents, 
the partner of the Arm who is so related may not, if he feels that his independence 
is likely to be affected, perform the audit but should leave It to another partner 
of the firm,” 

H. AD HOC COMMITTEE 
(UNJUSTIFIABLE REMOVAL OF AUDITORS) 

During the year, no complaint was received by the Committee. 

I. COUNCIL’S NOMINATION ON OTHER BODIES 

Shri Raghu Nath Rai continued to attend the meetings of National productivity 
Council as a special invitee. Shri R. Venkatesan continued to act as a member 
of the All India Board of Technical Studies in Management and Shri R. V, Aiyar 
continued to represent the Council on the All India Board of Technical Studies In 
Commerce. They were nominated by the Council as Its representatives on these 
bodies on their reconstitution respectively on 12th February 1963, 1st January 1963 
and 1st January 1963. 

The Institute of Applied Manpower Research has also provided for a represen¬ 
tation of this Institute on its General Council. 

J. LIBRARY 

During the year, the Central Council sanctioned an amount of Rs. 10,000/- 
each for purchase ol books for the Western India Regional Council, Eastern India 
Regional Council and Southern India Regional Council Libraries. During the 
year, 413 books were added to the Central Council Library bringing the total 
number of books to 4,967. Greater use is being made of the Library and this can 
be seen from the figures given below: 


Year Attendance 


Books consulted 


1960-61 

1,966 

3,747 

1961-62 

2,796 

5,038 

1962-63 

3,483 

5,330 

1963-64 

3,563 

5 , 4^0 


Number of books In the Libraries of the various Regional Councils as on 31st 
March 1964 were as under: 

Western India 1551 

Southern India 676 

In addition, there are 430 books on Management Accounting in the Regional 
Council Libraries for the use of members preparing lor the Management Account¬ 
ancy Examination, 

A list ,of books added to the Central Council Library is being published in the 
Institute's Journal every quarter. 

K. EA1PLOYMENT REGISTER 

The employment opportunities for the members having Improved, quite often 
soon after a member has registered his name, he finds employment. The names 
registered In the Employment Register are, therefore, reviewed every half-year 
by sending to the members of a circular to find out whether they would be interest¬ 
ed in continuing their names for the next 6 months on the Employment Register. 
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The total number of members on the Employment Register on 31st March,, 
1964, was 162 against 184 as on 31st March, 1963, In order to give a wide publicity 
to the existence of the Employment Register both to members and the employers, 
a note is published every quarter in the Journal of the Institute. 

During the year 1963-64, 26 vacancies were notified and 68 members were 
recommended to the various employers. 

L. DEATH OF MEMBERS 

The Council records with regret the names of members whose death has been 
reported up to the date of preparation of this report (Appendix “C"). 

Ill, Examinations 


A. EXAMINATIONS IN 1963. 

Examinations as usual were held in May and November 1963 at various centres 
all over India. The statistics regarding the number of candidates who appeared 
and those declared successful are given in Appendix “D”. 

B. PRIZES AND CERTIFICATES OF MERIT, 

Names of candidates who were awarded prizes and Certificates of Merit in 
these examinations are included in Appendix “E”. 

C. PASSING THE FINAL CHARTERED ACCOUNTANTS EXAMINATION BY 

GROUPS. 

Under the Chartered Accounts Regulations 1949, a candidate who had passed 
In one of the Groups of the Final Examination was allowed six more attempts at 
the immediately following next six examinations to pass the other Group with¬ 
out being required at the same time to sit for the Group in which he had passed. 
However, if the candidate failed to pass in the remaining group within the six 
examinations stated above, it was necessary for him to pass in both the Groups 
when he next sat for the examination. On a reconsideration of this provision, 
it was decided that a candidate who had passed in one of the Groups of the Final 
Chartered Accountants Examination be not required to pass that Group again 
irrespective of the time he takes to pass in the remaining Group, The Regulations, 
have been amended accordingly. 

D. COACHING BOARD. 

During the year ended 3lst March, 1964, 1809 students were enrolled—1792 lor 
the Intermediate and 17 for the Final Course. Besides, 680 students on passing 
the Intermediate Examination continued tuition for the Final Examination, In 
the immediately preceding year, the total number of students enrolled was 1455; 
1412 students for the Intermediate and 43 for the Final course; and 639 students 
on being declared successful in the Intermediate Examination started tuition for 
the Final Examination. 

A statement showing the total number of students enrolled during the year 
for the two courses and the number that appeared for the two examinations, 
Intermediate and Final, on completing the course is contained in Appendix “F". 
The corresponding figures for the previous year are shown in brackets. On a 
comparison of the two figures it would be clear that there has been a significant- 
increase both in the number of students enrolled and those who were able to 
complete their courses of tuition. 

With a view to expedite the return of answer papers to students after exami¬ 
nation. the answer papers of students residing in territories comprised in the 
Southern, Eastern and Western India Regional constituencies are now collected at 
the headquarters of the respective Regional Councils and only those of students 
residing in territories comprised in the Northern and Central India Regional 
Constituencies are collected at New Delhi and after examination locally these are 
returned back to them. It is expected that in this way it would be possible, not 
only to reduce the time taken in the examination of answer papers, but also to 
promptly deal with the demands of students for the supply of certain items of study 
material, saleable publications etc. 

To provide new entrants to the course with adequate background as regards 
the scope and purpose of their theoretical studies and practical training, the 
Council had decided that Introductory Courses twice a year should be conducted at 
all the Regional headquarters, An Introductory Course according to the scheme 
has already been held successfully for one session at Bombay and Calcutta and 
arrangements for holding them at other places are being made. 
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IV. Articled and audit clerks 

A. FRESH ENROLMENTS. 

During the year 1963, 1567 Articled Clerks were registered as compared to 1493. 
in 1962; 386 Audit Clerks were registered in 1963 as against 294 In 1962. 

B. SECONDMENT OF ARTICLES. 

The Council has decided that for providing Articled Clerks with a more varied 
experience than what is possible at present, it should be permissible for an 
employer, with the consent of the articled clerk, to second him once or twice 
during the period of articles, for a total period not exceeding six months, to an¬ 
other member permitted to train articled clerks. 

C. STUDENTS’ ASSOCIATIONS. 

The Students’ Associations have been quite active during the current year. 
Western India Chartered Accountants Students’ Association held a “Brain Trust- 
Cum-At-Home”. Prizes were awarded to the Students for best questions in Taxa¬ 
tion, Accounting, Auditing and Company Law. Northern India Chartered 
Accountants Students’ Association held a conference of Students of their region 
during the current year. Lectures, meetings, symposiums etc. were also arranged 
bv some of the Students' Associations. 

A branch of the Students’ Association has been set up at Poona, 

V. Internaiional Conferences, Ai.i. India Conferences, Seminars, Residential 

Courses Etc. 

A. FOURTH CONFERENCE OF ASIAN AND PACIFIC ACCOUNTANTS. 

The Invitation of the Council, iointlv with the Institute of Cost and Works 
Accountants of India, to hold the Fourth Conference of Asian and Pacific Accoun¬ 
tants in India in November 1965. has been accepted. This would be the first Inter¬ 
national Conference of Accountants to meet in India and the Council is extremely 
proud of the privilege accorded. 

A Committee of eleven members, whose names are given below, has been set 
up for making the necessary arrangements: 

Representatives of the Institute of Chartered Accountants of India. 

1. Shri N. R. Mody, Chairman. 

2. Shri P. Brahmayya. 

3. Dr. R. C. Cooper. 

4. Shri C. C. Chokshi. 

5. Shri S. N. Desai. 

6. Shri C. P. Mukherjee. 

7. Shri Raghu Nath Rai. 

8. Shri V. Satyamurti. 

Representatives of the Institute of Cost and Works Accountants of India. 

9. Shri J, N. Bose, Vice-Chairman. 

10. Shri D. D. Kalra. 

11. Shri K. K. Roy. 

A number of sub-Commlttees have been appointed for looking after the various 
aspects of the Conference. 

The Conference would be held on the 29th and 30th November and 1st Decem¬ 
ber 1965, The inauguration would take place in the morning of 29th November 
1965 at Vigyan Bhawan Auditorium, while the technical sessions would be con¬ 
ducted in the Auditorium of the Indian Council of World Affairs (Sapru House). 
A very large number of delegates from India and overseas is expected to attend 
the Conference, 
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The following subjects have been selected for discussion at the Conference: 
Accounting: 

(i) Need for developing International terminology and uniform Accounting 

Practices. 

(ii) Accountant’s role as a Financial Adviser, 

(ill) Accounting as .a means of measuring efficiency. 

.Auditing: 

(i) Management Audit (including efficiency and cost audit). 

(ii) Auditor’s responsibility with reference to management frauds. 

(iii) Internal Audit as an aid to management. 

Taxation: 

Impact of tax policy on economic development and international investment. 
Management Accounting: 

(i) Management Accounting techniques for small and medium sized indus¬ 

tries. 

(ii) Profitability .as a tool in Product Planning. 

(Hi) Capital Expenditure—Planning and Control. 

-Professional Development: 

(i) Modern trends in accountancy training. 

(ii) The impact of electronic computers and other scientific devices on 

accounting and auditing techniques. 

(iii) Accountant’s role In public affairs. 

3. ALL INDIA CONFERENCES OF CHARTERED ACCOUNTANTS. 

The Fourth All India Conference of Chartered Accountants, which was to be 
.held in December 1962 but was postponed due to a National Emergency having 
arisen, was held from 26th to 29th July 1963 at Madras. The Conference was 
inaugurated by Dr. A. L. Mudaliar, Vice-Chancellor, Madras University and was 
attended by 464 delegates from all over the country. Three Japanese observers 
also attended the Conference. 

There were six technical sessions and at each session, three papers were pre- 
-sented. There were six papers on problems concerning various direct taxes and 
trends in taxation. Three papers dealt with accounting principles, while three 
more dealt with the auditor’s .position, responsibility and liabilities in relation to 
the requirement of presenting a "true and fair” position in published Accounts, 
internal control systems etc. Three papers dealt with Management Accounting and 
three more dealt with general problems of interest to Accountants, like Bonus 
to employees, organisation of an accountant’s office and the future of the profes¬ 
sion. 

A complete list of the subjects discussed at the Conference is given below:— 

1. Effects of Direct Taxation on Industrial Growth in India—Shri R. Bala- 

gangadharan and Shri M. Sundararaman. 

2. Recent trends in Personal and Business Taxation—Dr. R. C, Cooper. 

3. Firm as a Unit of Assessment—Shri C. C. Dalai, 

4. Taxation of Income o£ Foreigners (both Residents and Non-Residents)— 

Shri H, M. Damania. 

5. Valuation of Shares and Business Assets for Estate Duty purposes—Shri 

N. C. Krlshnan. 

6. Gift and Its valuation—-Shri Baghu Nath Rai. 

7. Treatment of Intangible Assets In Accounts—Shri H. B, Dhondy. 

8. Modern Trends in the Presentation of Final Accounts and Reports— 

Shri P. K. Lahiri, 

9. Concept of Cost and 'Market Value—Shri M. S, Srinivasan. 
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10. “True and Fair"’—Auditors’ Responsibility— Shri P. M. Narielvala. 

11. Internal Control and Audit Procedure—Shri V. B. Haribhakti. 

12. The Liability of Auditors—Shri M. C, Bhandari. 

13. Concept of Differential Cost and its Practical Application -Shri R. 

Rajagopalan. 

14. Responsibility Accounting—Shri S, R. Srinlvasan. 

15. Management Accounting and the Role of Chartered Accountants—Shri 

S. K. Gupta. 

16. The Accountant's View of Profit Available for Bonus—Shri P. S. Subra- 

manlam. 

17. Organisation of a Practising Accountant’s Office—Shri A. K. Sivarama- 

krlshnan. 

18. Future of the Profession in a Developing Mixed Economy—Shri R. N. 

Raj am Iyer, 

C. JOINT CONFERENCE OF CHARTERED AND COST ACCOUNTANTS. 

It has been decided to hold a Joint Conference of Chartered and Cost Accoun¬ 
tants along with the Conference of Aslan and Pacific Accountants in 1965. The 
dates for the joint conference have been fixed as 27th and 28th November 1985. 
A joint committee consisting, of representatives of both the Institutes is being 
appointed for making the arrangements. 

D. ALL INDIA SEMINAR ON MANAGEMENT ACCOUNTING. 

During the year, an All India Seminar was organised by the Post Graduate 
Course Committee, The Seminar was held from 15th to 17th February 1964 
at Bangalore. It Was inaugurated by Hon'ble Shri S. Nijalingappa, Chief Minister, 
Government of Mysore, and was attended by 82 participants and 35 observers. 

The following subjects were discussed at the Seminar: 

1. Inter-firm Comparison and Measurement of Productivity. 

2. Profit Planning for a Project. 

3. Financing of Projects and Tax Planning by Corporate Bodies. 

A. Integration of Financial and Cost Accounts. 

5, Management Accounting in a Medium Size Industry. 

VI, Regional Councils 

A. REGIONAL SECRETARIATS. 

As reported last year, the Institute had set up Regional Councils In all the 5 
Regional Constituencies, some 12 years ago to promote the growth of the profes¬ 
sion. With the active assistance of the Central Government, it has been possible 
for the Council to acquire buildings at Bombay. Calcutta and Madras. Sometime 
ago the Council had decided to set up Secretariats at all the three Regional head¬ 
quarters where there are buildings. In pursuance to Council’s decision, Regional 
Secretariats have been established at all these places and full-time Assistant 
Secretaries have been appointed to give an impetus to the work of the Regional 
Councils. 

B. BRANCHES OF REGIONAL COUNCILS, 

To give an impetus to the work of the Regional Councils and to co-ordinate 
their functions, the Council had also set up branches of the Regional Councils ir_ 
the undermentioned towns: 

1. Western India Region. 

Ahmedabad and Poona. 

2. Southern India Region. 

Bangalore, Coimbatore. Madurai and Hyderabad. 
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VII. Awards tor the best presented accounts 

During the year, 146 entries were received lor the best presented accounts as 
compared to 171 in the previous year. 

The annual report and the statements of accounts of Indian Aluminium. 
Company Limited for the year ended 3lst December 1962 were adjudged the best 
and those of the undermentioned concerns were considered the next best, but their 
ranking 'inter se’ was not fixed. 

1. The Tata Oil Mills Company Limited, for the year ended 31st March, 

1963. 

2. Mukand Iron and Steel Works Ltd., for the year ended 31st March, 1963. 

3. The Metal Box Company of India Ltd., for the year ended 31st March, 

1963. 

The Indian Aluminium Company Limited was awarded the shield and the 
other three companies were awarded Copper PlaqueB. 

VIII. Professional matters 

A. DISCUSSIONS WITH REPRESENTATIVES OF THE INSTITUTE OF COST 

AND WORKS ACCOUNTANTS OF INDIA. 

Informal discussions between representatives of the two Institutes are being; 
held to arrive at a mutually acceptable formula regarding the respective rights 
and sphere of work of the members of the two Institutes. It is hoped that some 
concrete results would soon emerge as a result of these discussions. 

B. SPECIAL COMMITTEE FOR REVISING THE SYSTEM OF TRAINING AND 

EXAMINATION. 

In consideration of the fact that there has been an unprecedented increase in 
the demand from industry for the services of Chartered Accountants, the Council 
has, from time to time introduced measures for attracting a larger number of 
candidates and of a higher calibre to the Chartered Accountants Course. These 
however having not proved successful in substantially increasing the annual intake 
of members, the Council felt It necessary to reappraise its entire system of train¬ 
ing and examination. For this purpose the Council set up in March 1963 a Special 
Committee consisting of: 

Shri P. Brahmayya, the then President, 

Dr. R. C. Cooper. Vice-President (now President), 

Shri V. Satyamurti, 

Shri N. R. Mody, 

Shri P. L. Tandon, 

Shri N. Dandeker, 

Shri J. M. Addison-Scott. 

The following were the terms of reference of the Committee:— 

"To examine the manner in which the system of training and examination 
required to be amended on the consideration that there has been a spurt in- the 
demand for the services of Chartered Accountants from industry, by examining 
its nature and strength, by collecting views of the members of the Institute by 
issuing a questionnaire and by inviting some of them as well as leading indus¬ 
trialists to give oral evidence.” 

The Committee issued a questionnarie and circular to elicit the views of the 
members, Industrialists, Chambers of Commerce etc. on specific issues, and 
subsequently held meetings at different places in the country, for collecting 
evidence, both of individuals and organisations, associated with the work of 
Chartered Accountants, The Committee submitted its report to the Council in 
October 1963 and made certain very useful recommendations which were 
considered by the Council at a special meeting held in November 1963. A summary 
of the decisions of the Council in respect of the recommendations of the Special 
Committee is given in Appendix “G”. 

To implement the recommendations of the special committee, a number of 
amendments to the Chartered Accountants Regulations have been introduced 
as part of the Chartered Accountants Regulations, 1964. 
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C. PROFESSIONAL DEVELOPMENT COMMITTEE 

During the year, the Committee submitted, two memoranda to the Govern¬ 
ment suggesting a number of amendments in the Companies Act. While 
suggesting the amendments, the Committee also took into consideration the 
recommmendations made by the Vivian Bose Commission and the recommenda¬ 
tions of Sarvashri Daphtary and Sastry based on the Vivian Bose Commission’s 
report. These memoranda were published in January 1964 issue of the 
Institute’s Journal and are annexed as Appendices “H” and “I”. 

The Committee is at present considering laying down broadly the various 
phases of audit work that should be performed by different levels of staff of the 
members’ Arms. The Committee is also considering steps that should be taken 
to equip members with modern techniques and practices relating to accounting 
and allied fields. 

The Special Committee set up by the Council for revising the system of 
training and examination has recommended that staff training programmes for 
the benefit of Audit and Articled Clerks should be started. The Committee has 
been entrusted with the work of preparation of the scheme of the staff training 
programme and this is, at present, receiving active consideration of the committee. 

D. TAXATION COMMITTEE 

For the first time, the Institute submitted a very comprehensive pre-budget 
memorandum to the Government. This memorandum was published for the 
information of the members in March 1964 issue of the Institute’s Journal ‘The 
Chartered Accountant’. After the budget for the year 1!'64-65 was presented 
to the Parliament, the Institute submitted a representation to the Government 
on the Finance Bill 1964-65 and The Companies (Profits) Surtax Bill (published 
in April 1964 issue of “The Chartered Accountant”). The President along with 
a few leading members of the Council called on the Finance Secretary and 
at the request of the Finance Minister, another representation was submitted 
dealing with practical difficulties and hardships resulting from the budget 
proposals. (Published In May 1964 Issue of the Institute’s Journal). The above 
representations are annexed as appendices "J”. ‘‘K” and “L”, 

During the year, a booklet entitled “The incidence of Super Profits tax and 
the computation of Managerial Remuneration” was published by the Institute. 
This proved to be very popular and a number of copies were sold. 

A small booklet entitled “Taxation of Income of Public Charitable Trusts” 
was also published during the year. 

Both the above publications were supplied free to the members of the 
Institute. 

The Special Committee on training and examination set up bv the Council 
of the Institute had recommended that Post Graduate Courses on various 
subjects should be started by the Institute to enable the members to specialise 
in any particular field. The Council having accepting this recommendation, it 
has been tentatively decided to start a Post Graduate Course in “Taxation”. The 
Taxation committee has been asked to prepare a draft of the svllabi for the 
Course and the same is under active consideration of the Committee. 

E. RESEARCH COMMITTEE 

The study of the subject “Implications of the Companies Act, 1956” has been 
finalised and will be published very shortly. 

The first draft of the paper “Valuation of unquoted shares” has been completed 
and. will be finalised and published soon. 

Two projects on “Price Fixation” and “A comparative study of personal and 
corporate taxes in various countries" undertaken jointly with other bodies has 
reached an advanced stage and it is hoped that the studies on these subjects 
will be ready shortly. 

The Council gratefully acknowledges the scholarship given by Shri S. N, 
Desai, a past President of the Institute and a member of the Central Council, 
of Rs. 1000/- per year for 20 years in memory of his father, Late Nanubhai V. 
Desai, to be given to persons carrying on research in Accountancy on a subject 
to be approved by the Research Committee of the Council. 
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The Council has also been informed by its representative on the All India 
Board of Technical Studies in Commerce that the Government of India hate 
agreed to give a sum of Rs. 50,000/- to the Institute as grant-in-aid, for the 
conduct of research, A formal communication is awaited. 

A research project on “Frauds detected by Chartered Accountants” has been 
undertaken by the Research Committee. Under this project, audited accounts; 
of the public companies will be examined in the offices of the Registrars of 
Joint Stock Companies at Bombay, Calcutta, Madras and New Delhi and the 
qualifications given by the Auditors will be noted and published for the guidance 
of members. The requisite permission from the Registrars of Joint Stock 
Companies of the above four places has already been obtained and the necessary 
work has commenced. 

A statement on "Recommendation as to the best practice of presentation of 
Information in cases of non provision for taxation in spite of profits having been 
made in a year because of past losses” was issued by the Research Committee 
and was published in December 1963 issue of the Journal under the head 
"Accounting and Auditing Practices”, The statement is reproduced at Appendix 

Notes on “Treatment in Accounts of Taxation and proposed Dividend” and 
"Maintenance of unduly heavy cash balances by companies” were issued by the 
Research Committee for the guidance of the members. These were published 
in March 1964 issue of the Institute’s Journal. The notes are also reproduced; 
at Appendix 'N\ 

F. EXPERT ADVISORY COMMITTEE. 

During the year, six queries were referred to the Committee. Out of these, 
four were answered and the rest of the queries were not considered suitable for 
being answered by the Committee. The answers to queries which were of 
general interest were printed in the Journal along with the queries for the 
information of the members. 

G. COMMITTEE FOR ESTABLISHING LIAISON WITH THE UNIVERSITIES. 

The Committee had appointed a sub-committee to study the syllabi, the 
quality of Faculties, the conditions on which candidates are declared successful 
at B. Com. and M. Com. examinations and allied matters in respect of some of 
the Universities and to report whether candidates pursuing the chartered 
accountants course could be exempted from some of the papers in the inter¬ 
mediate Examination of the Institute on the strength of their having passed the 
B. Com. or M. Com. examination of the universities whose standard comes upto 
the level expected by the Council. The sub-committee has submitted its report, 
which is under consideration. 

It may also be mentioned that the All India Council for Technical Education 
has appointed a committee for the purpose of bringing the syllabi of B. Com. 
and M, Com. examinations of different universities at a uniform level. 

II. POST GRADUATE COURSE COMMITTEE. 

The activities of the Committee during the period were mainly concentrated 
on promoting the interest of the members on the subject of Management 
Accounting. Apart from holding an All India Seminar on Management Accounting 
at Bangalore, the Committee organised coaching classes for members on Manage¬ 
ment Accounting and published reports and booklet on important aspect of 
Management Accounting. 

Examination and Practical Training, 

(a) The impact of rationalisation in the syllabus is apparent from the 

increase in the number of examinees. In May 1964. 8 members 
appeared in the examination. It is expected that the number will 
increase with the extension of the coaching facilities in important 
cities, 

(b) Fourteen Members are now engaged in Practical training in Manage¬ 

ment Accounting. To help them in the preparation of thesis, top 
executives from Industries have been invited to act as their thesis 
guide. 

(c) A coaching class for the benefit of members intending to appear In 

the Management Accounting examination was organised in Calcutta 
in collaboration with the Calcutta Productivity Council—36 Parti¬ 
cipants attended the course. 
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Publication & Reports 

(a) The booklet on “Introduction of Management Accounting in medium 
size Industrial Unit’’ was published. The booklet will be of great 
assistance to the members. The booklet is a. priced 1 publication 
and is available from all the offices of the Regional Council. 

tb) A Research paper on “Bonus Formula and the Accountant” was 
published in the “Chartered Accountant” m October/November' 
1903 issue. 

(cl The report of the In-Country Team on Budgetary Control based on the 
current practices in important Industrial Units in Bombay and 
Calcutta was published m the March 1964 issue of “Chartered 
Accountant”. 

Study Teams 

A Collaboration arrangement with the National Productivity Council to 
take a survey of Management Accounting practices in Medium and Small size 
undertakings has been finalised. According to the present arrangement the team 
will submit the report in October 1964. 

Courses on ‘‘Treasurership" and “Secretaryship and Management'’. 

On the recommendation of the Special Committee on Training and Examina¬ 
tion the Post Giaduate Course Committee has decided to start specialised course 
on “Treasurership” and “Secretaryship and Management”. The syllabi of these 
courses will shortly be finalised. 

I. HISTORY OF THE PROFESSION 

The Accountancy Profession received statutory recognition for the first time 
under the Indian Companies Act, 1913, by a provision having been made that 
only accountants possessing certain qualifications and experience would be eligible 
to audit the accounts of companies. The pro'ession has thus completed the first 
50 years of its existence. To commemorate the occasion, the Council has decided 
to publish the History of the growth and development of the profession during 
this period. Shri G. P. Kapadia, the first President of the Institute, has under¬ 
taken this onerous task. A major portion of the material has been eolleited and 
supplied to Shri Kapadia. Efforts are being made to collect the relevant 
Information and material from different sources. 

J. STATEMENT ON AUDITING PRACTICES 

Members of the Institute have from time to time expressed the need lor the 
Institute to provide them with some guidance in the performance of their 
onerous duties and responsibilities having regard particularly to modren develop¬ 
ments In auditing practices. To meet this demand, the Council has prepared 
the ‘Statement on Auditing Practices’ which has been distributed free of charge 
to members as part of the Member's Handbook. It is hoped that the Statement 
will provide the members with valuable guidance in the performance of their 
duties as auditors of companies efficiently and effectively in the context of the far- 
reaching changes in the economic field that are taking place in the country. The 
Statenicnt has also been given wide publicity for the benefit of businessmen and. 
others outside the profession who may be interested in this subject. 

This Statement is not intended to be a substitute for the ‘Guide to Company 
Audit', two editions of which were issued earlier by the Research Committee of 
the Institute. The Statement deals with some of the important practices 
requiring attention of the auditors. 

The Research Committee will also publish very soon another document, 
'Implications of the Companies Act, K56’. 

K. RESOLUTION UNDER CLAUSE (4) OF PART I OF THE FIRST SCHEDULE 

According to clause (4) of Part I of the First Schedule to the Chartered 
Accountants Act, a Chartered accountant in practice shall be deemed to be guilty 
of professional misconduct, if he— 

“enters into partnership with any person other than a chartered accountant 
in practice or a person resident without India who but for his 
residence abroad would be entitled to be registered as a member 
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lander clause (vj oI sub-section (T) of section 4 or whose 
qualifications are recognised by the Central Government or the 
Council for the purpose of permitting such partnerships, provided 
that the chartered accountant shares in the fees or profits of the 
business of the partnership both within and without India." 

Pursuant to the above clause, the Council has passed the following resolution! 

“Resolved pursuant to the power conferred under clause (4) of Part I of 
the First Schedule to the Chartered Accountants Act, 1949, that the 
Council recognises membership of the following Bodies for the 
purpose of permitting partnerships by Indian Nationals abroad as 
are referred to in that clause: 

The Institute of Chartered Accountants of India; 

The Institute of Chartered Accountants of Ceylon; 

The Institute of Chartered Accountants in England & Wales; 

The Institute of Chartered Accountants of Scotland; 

The Institute of Chartered Accountants in Ireland." 

L. PROSECUTION OF PERSONS FOR CONTRAVENTION OF SECTION 24 

It having come to the notice of the Council that a few unqualified persons 
have been masquerading as members of the Institute, sometimes by assuming 
even the names of members of the Institute, for the protection of the members 
and for upholding the reputation and dignity of the profession, prosecutions 
under Section 24 of the Chartered Accountants Act were initiated against the 
culprits. Conviction has already been secured against two of them. In one 
case the accused Shri L. N. Khanna was fined Rs. 150/- or in default undergo 
rigorous imprisonment for two months. In the second case the accused Shri 
JVl. K, Menon was fined Rs. 200/- or in default undergo simple imprisonment for 
one month. 

M. JOURNAL OF THE INSTITUTE 

In June 1904, the Journal completed the twelth vear of its existence. Dr. 
R. C. Cooper, President of the Institute, is the Editor-in-Chief. 

During the year, a part-time Sub-Editor assisted the Editorial Board in the 
discharge of its responsibilities. 

Recently, now a full time assistant has been appointed to the Editorial Board. 

Steps are also being taken to improve the quality of the Journal by the 
publication o_' articles on a wide variety of subjects. 

During the year, circulation of the Journal increased from 7,200 to 7,800 
per month. 


IX. Other matters 

A. HANDBOOK OF MEMBERS 

To help the members to keep various important publications of the Institute 
in one place, the Council has issued free of charge to the members a binder to 
serve as their Handbook in which they could keep all the publications of the 
Institute. The first publication to be contained in the binder viz. “Statement on 
Auditing Practices” has already been published and supplied to the members. 
Further publications will follow from time to time. 

B. CODIFIED CHARTERED ACCOUNTANTS REGULATIONS 

The Chartered Accountants Regulations, introduced in 1949, having undergone 
numerous changes, it was felt that these should be codified with a view to simplify 
them and to rearrange them more logically, 

For codifying the Regulations, assistance was taken from Shri A. N. Shah, 
I C.S, (Retd.), who has considerable experience of this type of work. The Codi¬ 
fied Regulations were published for comments in the July 1963 issue of the 
Journal. The comments received were very carefully considered and the codified 
regulations modified wherever necessary. Thereafter, the amendment were 
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referred to Government for approval, on receipt whereof the Regulations were 
brought into force with effect from 18th July 1964. 

It may be mentioned that, in codifying the Regulations, the intention was not 
to vary or alter any Regulations, except where considered necessary for pur¬ 
poses of clarifying any concept or for improving its language. For the conveni¬ 
ence‘of understanding the import of the Regulations, those which were considered 
lengthy were broken up by being sub-divided into sub-regulations and, at places, 
even into clauses. Suitable headings were provided wherever required, 

It is proposed to print the Chartered Accountants Act alongwith the new 
Regulations and to supply copies thereof to members for being kept in their copies 
of the “Members’ Handbook 1 ’. 

C. S. VAIDYANATH AIYAR MEMORIAL FUND 

With a view- to promote the growth and development of "the profession, the 
objective fop which the Fund was set up, during the year memorial lectures were 
organised, on various subjects of professional interest under the auspices of the 
Regional Councils as per details given below: 


Regional Council 

S. No. Subject and name of the Speaker 

Western India 

1 . 

Taxation in a Development Economy— 

Dr. R. C. Cooper. 


2. 

Taxation and Inflation— 

Prof. C. N. Vakil. 


3. 

Taxation and Savings in India— 

Shri B. R. Shenoy. 


4. 

Impact of Direct Taxes— 

Shri S. V. Ghatalia. 

Northern India 

1 . 

Audit of Public Enterprises— 

Shri A. K. Roy. 


2. 

Concept of Public Interest in the Indian Company 
Law— 

Shri D, L. Mazumdar. 

Southern India 

1 . 

Some thoughts on Industrial Development jn India— 
Shri H. B, Dhondy (Three lectures). 

Eastern India 

1. 

Management of Corporate Capital— 

Shri A. K, Basak (Two lectures). 


These lectures having proved very popular, it is proposed to continue this 
activity and to make it an annual feature of the professional developmental 
activities carried on by the Regional Councils. 

Tuition fee of one poor student was paid to the Coaching Board out of the 

Fund. 

The Managing Committee of the Fund accepted the offer of S. Vaidyanath 
Aiyar & Co., Chartered Accountants, New Delhi to institute two scholarships of 
Rs. 50'00 per mensem payable to two articled clerks while they are in service 
for a period of one year. The scholarships will be awarded annually. For the 
year 1964-65' the scholarships would be awarded to students residing in the 
territories comprised in the Northern India Regional Constituency on their taking 
uu articled service with a member, It is, however, proposed that the scholar¬ 
ships will he rotated annually among the different regional constituencies one 
after the other. 

D. CHARTERED ACCOUNTANTS’ BENEVOLENT FUND 

The Council sometime ago had set up a Benevolent Fund for the benefit of 
members in need of financial help and dependents of the deceased members. 
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Early In 1963, the Fund was registered under the Societies Registration Act I860, 
and all its assets and liabilities were transferred to the Society. 

The total number of members on 31st March, 1964 was 109 against 101 mem¬ 
bers on 31st March, 1963. The total assets of the Fund were Rs. 7,580/- against 
Rs. 6,274/- in the previous year. The income of the Fund during the year 1963-64 
was Rs. 3,726/- against the income of Rs. 2,731/- in the year 1962-63. 

The Fund, during the period under review, received two applications for 
financial assistance from the dependents of two deceased members of the Instituie 
which were accepted. A total disbursements on account of financial assistance 
amounted to Rs. 2,400/-. 

It has been possible so far for the fund to meet whatever demands that have 
been made upon it since the demands have been few. But the situation is likeiy 
to undergo a change in a few years when it is expected that the membership of 
the Institute would increase and gradually the percentage of the old and aged 
among them would also rise. It is, therefore, necessary that the resources of 
the fund should be built up in order that the fund may be able to meet the 
Increased demands made upon it from time to time. The Managing Committee 
has, therefore, decided that an appeal be made to the members to extend gene¬ 
rously their help and co-operation, both by becoming members of Fund and by 
donating such amounts from; time to time as they are able to spare. 

E. ELECTIONS 

The question of following the highest standards of professional propriety even 
in matters of elections of the Institute was considered by the Council at its meer,- 
ing held in February 1964, The Council was unanimously of the view that just 
as members of the profession used considerable restraint and discipline in matters 
of getting professional work, they should also exercise similar restraint in matters 
of elections. Accordingly, a notification was issued on 22nd February 1964 
restraining members from issuing manifestoes, circulars or canvassing for votes 
or entertaining the voters. Simultaneously, the President also issued an Appeal 
to all candidates and voters requesting them to conduct the elections with proper 
decorum and to follow the highest ethical standards. The notification and the 
Appeal are given in Appendix “O”. 

F. PUBLIC RELATIONS 

In spite of the Council having always adhered to the highest standards of 
professional ethics and conduct, of late there has been a demand by a section 
of political opinion, including trade union leaders, for bringing the auditing pro¬ 
fession under State Control. Some of the suggestions virtually amount to a 
demand for nationalisation of this highly independent and respected profession. 

In order to put before the public the correct facts and to answer the criticism, 
the Council prepared a memorandum entitled "Chartered Accountants—some facts 
about the Profession” and circulated copies thereof among members of the Parlia¬ 
ment, newspapers, trade unions, leading industrialists, etc. 

The Chief Minister of Mysore, while inaugurating the Institute's Seminar on 
Management Accounting at Bangalore in February 1964 made certain allegations 
of professional impropriety against a member of the Institute, Similarly, the 
INTUC at one of its meetings made certain disparaging remarks against the 
ethical standards of members of the profession. Both the Chief Minister and 
the authorities of the INTUC were requested to substantiate their charges by 
furnishing facts and details and they were assured that prompt and appropriate 
action would be taken against members concerned, if the charges were proved- 
Nothing further has been heard from them in spite of reminders. 

G. PUBLICITY TO FRAUDS DETECTED BY CHARTERED ACCOUNTANTS 

Of late, there has been some criticism in certain quarters that Chartered 
Accountants are not discharging their duties properly and that In some cases they 
are even helping the management in evading taxes or committing other frauds. 
With a view to dispelling such misgivings in the public mind and to proving 
statistically that Chartered Accountants are exercising the utmost vigilance and 
independence in the discharge of their duties, the Council has decided to collect 
statistics and particulars of the qualified reports given by Chartered Accountants 
on the accounts of companies audited by them. Such information would, in the 
first instance, be collected from offices of Registrars of Companies at Bombay, 
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Calcutta, Madras and New Delhi. Approval of the Central Government has been 
obtained for inspection of the relevant records. 

H. GRANT OF BOOKS FROM USAID 

The authorities of the United States Agency for International Development 
(USAID) Mission in New Delhi were approached sometime back with a reguest 
for help and assistance for research and educational programmes of the Institute. 
They snowed keen interest in the activities of the Institute and were very 
sympathetic towards the Institute’s needs for latest publications on Accountancy 
and allied subjects. They have assured that all that is possible would be done 
in procuring the books from the United States, which would be given over free 
of charge. 

I. PERIODICAL MEETINGS WITH REPRESENTATIVES OF THE FINANCE 

MINISTRY 

The Hon’ble Minister for Finance, Government of India and the President of 
the Institute have both agreed that it would be desirable to hold quarterly top- 
level meetings between the officials of the Finance Ministry and the represen¬ 
tatives of the Institute. The first of these meetings was held in July 1964. The 
Council hopes that these meetings would pave the way for better understanding 
between the viewpoints of the Government and those of the Institute on various 
matters. 


X. Finances 

(a) Accounts —The Balance Sheet as at 31st March 1964 and the Income and 
Expenditure Account for the year ended on that date duly audited are appended 
hereto. The Income and Expenditure Account for the year 3hows an excess of 
expenditure over income amounting to Rs. 24,481-00 as against excess of income 
over expenditure amounting to Rs. 8,590 in the preceding year. 

As required under Regulation 114 of Chartered Accountants Regulations 1964 
the audited accounts of the Regional Councils have been incorporated in the 
accounts of the Central Council. 

(b) Auditors .—Sarvashri P. R. Mehra and M. R. Venkataraman continued to 
act as Auditors for the year ended 31st March 1964. 

XI. Secretary 

Shri C. Balakrishnan took over charge as Secretary of the Institute with effect 
from 2nd December 1963, from Shri B. R. Malhotra who had been holding the 
post of Secretary in addition to his duties as Director of Studies till the 1st 
December 1963. 

The Council wishes to place on record the very valuable services rendered 
to the Institute by Shri B. R. Malhotra, during the two years he held the dual 
posts of Secretary and Director of Studies, and the tremendous amount of effort 
he had put in while discharging his duties. 


XII. Appreciation 

The Council wishes to place on record its grateful thanks to the Government 
for its continued support and assistance. 

The Council also wishes to place on record its appreciation of the good work 
done by the officers and staff during the year under report. 

C. Balakrishnan, Raghu Nath Rai, R, C, Cooper, 

Secretary. Vice-President. President. 


New Delhi; 

The 15 th September 1964. 
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Appendix 'B' 

(Reference Section IIF of the Report) 

DISCIPLINARY ACTION: MEMBERS 
Findings of the Council 
Temporary Removal from Membership 

A member was found guilty of gross negligence in the discharge of his pro¬ 
fessional duties under clause (7) of Part I of the Second Schedule to the 
Chartered Accountants Act in not having discharged the duties cast on him by 
the Indian Companies Act and not having exercised reasonable care and skill 
as was required by the generally accepted audit procedure. Thereupon the 
Council had recommended to the High Court that his name be removed for a 
period of two years from the Register of Members. The High Court, however, 
ordered removal of his name for a period of one year only. 

Reprimand 

A member was found guilty of gross negligence In the discharge of his pro¬ 
fessional duties under clause (7) of Pan I of the Second Schedule to the Chartered 1 2 3 4 5 6 
Accountants Act in having signed the accounts of an Educational Institution 
'“subject to separate notes r ’ in March 1961 and not submitting these notes till 
20th July 1961. The Council had recommended to the High Court that he be 
reprimanded. The High Court accepting the reference reprimanded the member. 

Member Acquitted by the High Court 

In one case the Council having found the member guilty of professional mis¬ 
conduct under the latter part of clause (8) of Part I of the Second Schedule 
to the Chartered Accountants Act had recommended to the High Court that he 
be reprimanded. The charge against the member was that he gave a report 
placing reliance on the work of the internal auditor of the company in the exami¬ 
nation of the books of accounts and supporting vouchers and making it expressly 
clear in his report. The High Court observed that if there was no misconduct 
Involved in his basing his report to a great extent on the working of another 
practising accountant, it was difficult to see how there could be any misconduct 
involved in his mentioning this fact in his report. The High Court held that no 
misconduct had been established on the part of the member. 

In one case in which the Council had given the finding that the member was 
mot guilty of professional or other misconduct, the Central Government filed a 
revision petition under Section 22A (2). This petition, was, however, dismissed 
by the High Court. 

In one of the cases reported last time where the member found guilty by the 
Council was acquitted by the High Court, the Council has filed an appeal against 
the order of the High Court. The appeal is pending with the Supreme Court. 

Appendix ‘C’ 

(Reference Section II L of the Report). 

List of Members whose names were removed on account of Death during theYear 1963 - 64 . 


Name 


Membership No. 


1. Bhagat, Desraj Rochiram .. 1993 

2. Captain, Dara Hormusji .. 13169 

3. Day, Birendta Kumar .. 537 

4. Gopalakrishnan, Pallavaram Swaminadhba.. II0 6 

5. GovlndaraJ, Srinivasa . .. 1670 

6. Kameswara Rao, Dronamraju ........ . IC « 
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Name Membership No. 

7. Kulkarni, Datto Bhaurao. 400 

8. Mankad, Harischandra Chunilal ......... 5647 

9. Mukherjee, Hhupcndra Narayan . 245 

10. Nandkarni, Dattatraya Narsingrao ........ 5012 

11. Natesgn, Gopalakrishna lyar. ir6 

12 . PaulyShatatilal Maganlal .. 887 

13. Sur, Purnanka Mohan. 41^ 

14. Varma, Kerala .. 367 

15 . Vijl,V.S. 1146 

16. Whatmore, Walter Roland Tracy.1361 

17. Wilson, Ian Birrell. 48* 












Particular of Examinati on 


PRELIMINARY EXAMINATION . 
INTERMEDIATE EXAMINATION 

FINAL EXAMINATION : 


1962 - 63 

1963 - 64 


Appendix “D” 


(Reference Section IIIA of the Report) 


1962-63 1963-64 
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Appendix “E" 


(Reference Section IIIB of the Report). 


final EXAMINATION 


May 1963 

November 1963 

J. G.P. Kipaiia, (First President) Gold Medal . Gopal Mohan 

Sivasubramaniani Kri- 
shnan. 

2 . The N.M. Shah Prize (Value Rs. 200 /-) for the R.C. Sogani 
best paper on Taxation. 

B.R. Kapadia 

3 . The A.F. Ferguson, Cash Prize ofRs, 200 /- Y.G. Upadhye 
for the best paper on Auditing. & 

Gopal Mohan 

B.R. Kapadia. 

4 . Mias. R. Sivabhogam, Prize in the form of Gold 

Locket of the value of Rs. 100 1- 

Miss, K.J. Damania 

5 . The Sir Shapoorji Billimoria Prize (Value Rs. 

200 /-) for the beat paper on Accountancy. 

M.G. Palkar. 

6 . Certificates of Merit: 


1 st Rank Certificate .... Gopal Mohan 

Sivasubicrnanicm 

Krishnan. 

2 nd Rank Certificate .... R.C. Sogani 

B.R. Kapadia 

3 rd Rank Certificate .... S.S. Mehendale 

M.G. Palkar 

Intermediate Examination. 


t. The G.P. Kapadia,(First President) Silver Medal F.M. Debco 

2 . Certificates of Merit : 

T.R. Srinivasa 

1 st Rank Certificate . , . F.M. Deboo 

T.R. Srinivasa 

2 nd Rank Certificate .... J.P. Jain 

Dinesh Miahra 
& 

K.P. Choudhary 

3 rd Rank Certificate .... M.P. Jain 

Chinmay Das 



Appendix “F” 

(Reference Section III D of the Report) t 


Number of students enrolled by the Coaching Board 


Intermediate 


Final 

Compulsory Optional 

Compulsory 

Optional 


Group I 

Group II 


Number of students continuing 
tuition on 1 st April, 1963 

(2245) 

2825 

(8) 

8 ( 1052 ) 

1235 

(1033) 

1164 

(76) 

46 

Enrolled during 1963-64 

( 1404 ) 

1788 

(8) 

4 (636) 

678 

( 636 ) 

678 

( 46 ) 

19 



4613 


12 

1913 


X 842 


65 

Number of students who had come- 
pfeted tuition including 90 students 
who discontinued tuition during the year 

( 832 ) 

969 

(8) 

8 (453) 

•764 

(505) 

•648 

(76) 

46 


36 44 

4 

ii49 

1194 

19 


•Both Groups . ( 216 ) 303 

Group I . . ( 237 ) 461 

Group If . . ( 289 ) 345 


The comparative figures for the previous year are shown in brackets. 
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Appendix 'O’ 

(Reference Section VIII B of the Report) 

SUMMARY OF THE DECISIONS OF THE COUNCIL IN RESPECT OF THE 
RECOMMENDATIONS OF THE SPECIAL COMMITTEE 

I. Courses of Study 

1 . The importance of training candidates in Management Accounting was 
recognised and it was decided to give publicity to the Institute’s Post-Graduate 
Course in Management Accounting. (Chapter 2—Conclusion). 

2. As the syllabi for the examinations have been revised only recently, it 
was not considered necessary to examine once again the syllabi of the various 
educational institutions for effecting any modifications. (Chapter 3—Para¬ 
graph 2 ). 

3. Starting of a course in Industrial Accounting for training accountants in 
industry and setting up a separate class of diplomaed accountants was not 
favoured as the demand for an intermediary level of accountants could be 
adequately met by the B.Coms. (Chapter 5). 

4. The Examination Committee was required to consider the advantages of 
introducing study of “Industrial Management” as a subject in the syllabus for 
the Intermediate Examination of the Institute. (Chapter 6 ). 

5. The admission of S.S.L.C. Students with certain prescribed qualification 
to the Preliminary Examination was not favoured- LChapter 3—Conclusion 
(vii)j. 

II. Remission in the duration of training 

1. A remission of one year in the total period of service under articles be 
given in the case of: 

(1) B.Com. Graduates who have offered Accounting and Auditing as 
special subjects and have secured not less than 50 per cent marks 
in the degree examination in the first attempt; 

(ii) M.Coms. who have secured not less than 50 per cent marks in the 
Master’s degree examination in the first attempt; and had offered 
Accounting and Auditing as their subjects for their B.Com. Exami¬ 
nation; 

(ili) Other Graduates who have secured not less than 60 per cent marks 
in their degree examination in the first attempt [Chapter 3—Conclu¬ 
sion (i) ]; and 

(iv) Persons who have passed the National Diploma in Commerce Exami¬ 
nation with Accountancy and Auditing as subjects and have secured 
not less than 50 per cent marks in the first attempt. 

2. The period of training in the case of audit clerks should be reduced from 
8 years to 6 years and candidates satisfying the above conditions of educational 
qualification, should be given a remission of one year in the total period of 
service, [Chapter 3—Conclusion (viii)]. 

3. The benefit of remission of one year in the period of training should be 
given even to the existing articled and audit clerks. 

III. Exemption from Examination 

The question of granting exemption from the Intermediate Examination to 
graduates in Commerce of certain selected Universities satisfying the objective 
tests prescribed, was left to be looked into by the Committee set up for estab¬ 
lishing liaison with Universities, (Chapter 3—Paragraph 3). 

IV. Facilities for trainees 

1 . The Examination Committee was required to collect information regarding 
the training facilities, in general, available with some of the members so as to 
help the Council to develop some abjective criteria in the matter of permitting 
members to training additional clerks, [Chapter 3—Conclusion (in)]. 
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2. (i) A member or a firm may be permitted to admit one additional clerk 
for each qualified assistant employed whether or not such member-employee 
has held a certificate of practice for 3. years, provided the employer-member, or 
one of the partners of the firm, as the case may be, is entitled to train articled 
clerks. If such a member-employee leaves the service, the clerk can continue 
In service provided the vacancy is filled up by the employer-member within a 
period of 3 months. 

(ii) An associate practising in partnership with a chartered accountant 
entitled to train articled clerk or a firm of chartered accountants whereof at 
least one of the partners is entitled to train articled clerk, shall also be entitled 
to train one articled clerk. (Chapter 3—Paragraph 3). 

3. The system of premia payment should be abolished. [Chapter 3—Con¬ 
clusion (v)]. 

4. The members should be requested to pay stipends to articled clerks- 
[Chapter 3^-Conclusion (iv)]. 

5. The Institute should explore the possibilities of arranging hostel facilities 
for the students, to begin with, in important towns in the country. [Chapter 
3—Conclusion (vi) ]. 

6 . The period of leave to which an articled clerk is entitled should be reduc¬ 
ed from one-sixth to one-eighth maintaining, at the same time, the number of 
working hours per week at 35, as at present. In the case of audit clerks also, 
the period of leave should be reduced from one-sixth to one-eighth. [Chapter 
3—Conclusion (ii) ]. 

V. Industrial Training 

1. The Institute should ascertain opportunities available for industrial train¬ 
ing with the various industrial units in the country and give publicity to its 
findings through the Regional Councils, [Chapter 4—Conclusion (d)]. 

2. An articled clerk or audit clerk may be permitted to undergo industrial 
training for one year in the last year of his practical training. However, a 
person who has been granted a remission of one year in the total period of 
training on the basis of his academic attainments, may be allowed to undergo 
Industrial training only for six months, [Chapter 4—Conclusion (a)]. 

3. When an articled or audit clerk opts for industrial training, his service 
should be deemed to he terminated for the purpose of creating a vacancy in 
the office of his previous employer. [Chapter 4—-Conclusion (b)J. 

4. A candidate choosing to take industrial training should enter into an agree¬ 
ment with a chartered accountant employed in industry, who will be responsible 
for training and will issue a certificate at the end of the period. Such member 
should have been enrolled on the Institute’s Register at least three years before 
the date of commencement of the training, [Chapter 4—Conclusion (c) ]. 

VI. General 

With regard to the miscellaneous suggestions, they were to be considered 
by the respective committees of the Council. (Chapter 7). 


Appendix ‘H’ 

(Reference Section VIII C of the Report) 

AMENDMENTS TO THE COMPANIES ACT 

The following are the submissions to the Government of India by the Institute of 
Chartered Accountants of India on further amendments to the Companies Act. 

The Council of the Institute understands from statements made in Parlia¬ 
ment that the Government has under active consideration amendments to the 
Companies Act 1956 occasioned mainly by the recommendations of the Vivian 
Bose Enquiry Commission and the report of Messrs. Daphtary and Sastri on the 
Commission’s findings. The Council considers that it would be failing in its duty 
not only to its members but also to the public at large if it did not offer its view 
on this matter to the Government. 
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The Council submits that, while the Investigations by the Vivian Bose Com¬ 
mission have revealed a distressing lack of Integrity and responsibility on the 
part of the management of the companies concerned, the results of the inquiry 
do not' warrant the conclusion that such cases of mismanagement are widely 
prevalent in this country. Oh the contrary, there is every reason to believe that 
the vast majority of companies in India are administered honestly and efficiently. 
The Council agrees with the Bose Commission’s remarks, following upon the 
views of the Jenkins Committee, that while the activities of the companies and 
those responsible for their management must necessarily be Subjected to a certain 
degree of statutory control such control should not be carried to excess lest it 
defeat its own object. The Commission has l'ecognised the undesirability of 
Imposing restrictions which would hamper the activities of honest business men, 
and the importance of not placing unreasonable restrictions on Iheir activities with 
a view to preventing mismanagement by a minority of individuals. 


Administrative Control 

The Council Is of the view that there has perhaps been too much of emphasis 
on. Improvement by frequent amendments to legislation and by the exercise of 
administrative control. There are very real limitB to what can be and indeed 
what should be attempted to be done by these methods. The need to strike a 
balance between prevention of mismanagement and hampering honest manage¬ 
ment has assumed great urgency. Adequate differentiation has also not been 
made between the scope and the extent pf the regulatory provisions for public 
companies as opposed to small “family” private companies either in the statute 
Or in its administration. 


Keeping in view the above objects, the Institute submits for the considera¬ 
tion of the Government the following suggestions for the amendment of the Com¬ 
panies Act in the hope that their adoption will facilitate and achieve the object 
of, company legislation In this country, viz., to promote sound and healthy com¬ 
mercial practices In the administration of companies. In' making these submis¬ 
sions, the Institute has had the benefit of the Recommendations made by the 
Company Law Committee (Jenkins Committee) which has recently considered 
similar legislation in the U.K, The Institute is pleased to observe that several 
of the recommendations of the Jenkins Committee which are considered far- 
reaching in the U.K. have already been adopted In the statute In this country 
and have, therefore, refrained from making any reference to such recommenda¬ 
tions. We have also taken Into account the special conditions prevalent In India 
in making these recommendations. 

We make the following submissions under the heads stated hereunder: 

1. DISTRIBUTION OF PROFITS 


(a) The unrealised surplus arising out of revaluation of fixed assets should 
not be directly or indirectly available for distribution as dividend. An indirect 
distribution would arise if a loss on Profit and Loss Account, or an amount other¬ 
wise chargeable against profits, is debited to such an account. . 

(b) While Section 205 has dealt with this matter to some extent we feel that 
the statute should provide that past revenue losses Inclusive of depreciation should 
be written off either fforn free reserves or profits of subsequent years before such 
profits (of subsequent years) are distributable; thus the revenue account of a 
company should be regarded as a continuous account. 

(c) Pre-acquisition profits attributable to any share in another company should 
not be available for distribution as profits of the acquiring company. 


To the above general rule there should be an exception to meet the follow¬ 
ing case of hardship. A newly-formed company which has acquired 90% or more 
of the equity share Capital of one or more other companies should be permitted 
to treat as distributable profits all or any part of the dividend received by it out 
of the pre-acquisition profits of the acquired companies. This should be permitted 
with the sanction of the Court. 


2, FORM OF ACCOUNTS 

fa) rt Is respectfully submitted that the existence of a statutory form in 
which the Balance Sheet may be presented has hindered the development 
of new techniques of presentation by companies in this country. The 
Institute feels that this country has lagged behind other countries In the manner and 
mode of disclosure of accounts despite the fact that the law in this country w 
well ahead of other countries in requiring full and complete disclosure. At the 
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same time, the Institute recoanises that the existence of a prescribed form is of 
assistance to many small companies who may not be skilled in modern techniques 
of presentation, The Institute is aware that the Company Law Administration 
prepared to grant approval to presentation of accounts in different forms but in 
view of the delay, time and effort which this may involve, very few companies 
in practice have approached the Department for a special form. The Institute, 
therefore, earnestly requests Government that while retaining the present 
statutory form of Balance Sheet, the law should permit a company to present Its 
Balance Sheet in any form provided it gives all the Information required which 
may be prescribed in a separate schedule. Companies will, therefore, have the 
alternative of adopting the statutory form of Balance Sheet or giving the 
information required by law in any other form. With a view to doing this, we 
enclose Appendix 'A' which gives the draft of a schedule which may be inserted 
in Schedule VI as an alternative to the statutory form contained in Part I of the 
Schedule. 

(b) The following submissions are made regarding the additional matters of 
disclosure which have been incorporated in the draft Schedule referred to above: 

(i) The requirement to show separately (a) the issued and (b) the subscribed 
capital presents some difficulty as, according to legal authorities, (including Pal¬ 
mer’s "Company Precedents"), the word “issued” has to be interpreted as mean¬ 
ing in effect, “Issued, subscribed for and allotted”. 

(11) Fixed, Assets'. In addition to the information required to be disclosed at 
present In the case of revaluation of fixed assets, the company should be required 
to disclose further, the name of the person by whom the valuation has been carried 
out and to state the basis on which such valuation has been arrived at. This 
information should be disclosed in the Balance Sheets of three years next follow¬ 
ing the revaluation. 

(iii) The Balance Sheet should show separately the figures for leaseholds, 
distinguishing between short-term leases and long-term leases and freeholds. A 
short-term lease should be defined as one which has less than twenty-five years to 
run from the Balance Sheet date. A provision should be made for cases where it 
is not clear whether the tenure of the land is freehold or leasehold. 

(iv) The existing distinction between Trade and Other Investments should be 
discontinued. However, the company should be required to distinguish between 
Investments held as fixed assets and those held as current assets. In the case of 
Investments which are not quoted on the Stock Exchange, the directors of the 
company should be required to give their own estimate of the aggregate realisable 
value of such Investments. 

(v) Liabilities: It is desirable that a distinction should be made on the liabili¬ 
ties side between liabilities which are current liabilities and those which are long 
term liabilities. The present form of Balance Sheet does not make such distinc¬ 
tion except that the form provides for short-term loans and advances to be shown, 
separately under unsecured loans, The result Is that items appearing as “Current” 
Liabilities may not be repayable immediately, while items appearing as Loans 
may include debts which are due for repayment immediately. For example, at 
present long-term liabilities for deferred payment for purchase of machinery are 
shown under “Current Liabilities and Provisions”. For this purpose, a current 
liability should be defined as one which Is repayable by the terms of the contract 
within a period of twelve months from the date of the Balance Sheet. 

(vl) Investments: In addition to the information required to be disclosed at 
present the company should state in each case the ratio, expressed as a per¬ 
centage, which Its own holding in any other company bears to the total capital 
of that company. This should however, apply only where the holding exceeds 
ten per cent. 

(vli) Profit and Loss Account: (a) The company should be required to distinguish 
in its Profit & Loss Account between income from quoted and unquoted invest¬ 
ments Instead of being required to distinguish between income from trade and 
other investments. 

(b) Provisions should be made in the law under which the company should 
be required to disclose any snecial circumstances materially affecting its current 
and future liability to tax, e.p., carry forward of loss, allowances for development 
rebate etc. 
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(c) The Council further recommends that the requirement as regards 
disclosure of detailed information in the Profit and Loss Account contained in— 

Paragraph 3 Clause (iii) 

JJ ji (v) 

» ,> » (X) (c), id), (c), (g) (h) 

and (i) 

„ „ j) (xi) (t) and (c) 

„ „ „ (xii) (c), and 

„ 4A 

should be deleted, as this Information is not material and tends to clutter up 
the Profit and Loss Account. 


3. AUDITORS 

(a) Section 229(2) of the Act should be amended to require that special notice 
of resolution referred to in sub-section (1) of that Section should also be sent 
to any auditor who is proposed to be appointed by such resolution. 

(b) The Act should expressly declare that any auditor can resign during the 
term of his office. 


4. MANNER OF COMPUTING NET PROFITS 

The effect of Section 199 read with Sections 309 and 388A is that while a 
payment to a Director of a Private Company (which is not the subsidiary of a 
public company) is not required to be computed in accordance with the formula 
laid down in Sections 349, 350 and 351, the share of profit paid to an employee 
of such a company must be computed in accordance with the formula. It is 
suggested that Section 199 should be amended so as to exclude an employee of 
a private company, which is not the subsidiary of a public company, from the 
application of the formula laid down in Sections 349, 350 and 351. 

Arising out of the recommendations made by the Commission of Inquiry on 
the administration of Dalmia Jain Companies, the Institute submits the following 
further recommendations: 

5. OBJECTS CLAUSE OF THE MEMORANDUM OF ASSOCIATION 

We respectfully concur with the recommendations made by the Commission, 
on the above subject. We do not agree with the further suggestion made by the 
JDaphtary-Sastri Report, that the Controller of Capital Issue should be kept 
Informed about the changes in the activities of the company. The function of the 
Controller of Capital Issues Is to regulate the capital structure of the company, 
while the regulatory authority, so far vested in the erstwhile Department of 
Company Law Administration, I s concerned with the administration and control 
of companies. The existing law provides that the copy of any such resolution 
which may be passed as recommended by the Bose Commission should be Hied 
with the Registrar of Companies and we consider that this is adequate. 

As regards the names with which companies are being incorported, the 
Registrars of Companies are already exercising the requisite powers under 
administrative Instructions and we do not think that the present arrangement 
needs to be distrubed. 


6 . UNDERWRITING COMMISSION 

The Institute respectfully concurs with the recommendations of the Bose 
Commission. We interpret the Commission’s recommendations in paragraph 
10(1) as meaning that only the shares actually forming part of the public Issue, 
<i.e., excluding shares allotted ‘firm’ to the Directors, their friends and other 
institutions) should be the subject matter of underwriting commission, 


7. ISSUE & ALLOTMENT OF SHARES IN THE NAMES OF FICTITIOUS 

PERSONS 

The Institute respectfully concurs with the recommendations of the Bose 
Commission, but would suggest that protection should be afforded to a person who 
has sold his shares on the Stock Exchange through brokers and has signed a 
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blank transfer deed. Such a person should not be considered as having inducred 
-a company to allot shares in a fictitious name if the ultimate buyer of the shares, 
whom the seller does not know, eventually fills in a fictitious name before lodging 
the shares for transfer. 

8 . HOLDING OF SHARES ON BLANK TRANSFERS 

The Institute respectfully concurs with the recommendations of the Bose 
Commission. In order to enforce the recommendation made In paragraph 19(3) 
of the Commission’s Report, It Is suggested that the regulations applicable 
to the stock exchange clearing houses should be suitably amended to ensure that 
all shares lodged in the clearing house are accompanied by transfer deedB which 
■are dated and whose validity would extend for a period of six months from such 
■date. This will ensure that at least inr espect of shares cleared through clearing 
houses, which will represent the bulk of the share, the transactions will be the 
subject matter of control. 


9. DUMMY DIRECTORS 

The Institute respectfully concurs with the suggestions of the Bose Commission. 
As regards the Commission’s recommendation in paragraph 25, It is suggested that 
In the ease of Alternate Directors acting for persons normally residing outside 
India, the Information regarding the number of meetings attended should be 
given In respect of the Alternate Director Instead of the Substantative Director. 

10. LOANS TO COMPANIES UNDER THE SAME MANAGEMENT 

The Institute respectfully concurs with the Bose Commission’s recommenda¬ 
tions, but has the following observations to make: 

In the course of business, it Is frequently essential to give advances or loans 
to other companies out of business necessity as for example, advance payments 
tor purchase of machinery, fixed assets, etc., advances to important supplies of 
raw materials, or important customers for use of products sold by the company, 
It Is, therefore, important to ensure that the legal provisions are not so drafted as 
•to restrict legitimate business activity, while at the same time safeguarding the 
Interest of the shareholders. As an alternative to the recommendations of the 
‘Commission, we would suggest the following for Government’s consideration: 

The law should provide that no loans may be made except where this Is 
necessitated by the business requirements of the company. The directors may 
be required to attach to their report a statement of loans made during the year, 
whether outstanding at the end of the year or not, and this should be required 
to be subsequently approved by the shareholders at each annual general meeting 
■until such time as they have been fully repaid. 

While the Institute Is aware that the provisions of the law can perhaps be 
evaded by describing loans as deposits, it is felt that no adequate definition of 
■a loan can be given which would ensure that legitimate business transactions are 
mot interfered with. 

11 , THE APPOINTMENT AND TERMINATION OF SOLE SELLING AGENTS 
POWER—AND OBLIGATION TO OBTAIN SHARES OF DISSENTING 

SHAREHOLDERS 

12. LIQUIDATION 

RECOVERING OF TAX ON INCOME OF COMPANIES IN LIQUIDATION 
DESTRUCTION OF BOOKS OF ACCOUNT 

13. PROHIBITION OF ALLOTMENT UNTIL RECEIPT OF MINIMUM 

SUBSCRIPTION 

The Institute respectfully concurs with the recommendations of the Bose Com- 
■mission under the above headings. 

14. THE INSTITUTE HAS THE FOLLOWING FURTHER OBSERVATIONS TO 
MAKE REGARDING THE DAPHTARY-SASTR'I REPORT 

Under the heading "Audit and Auditors” the learned authors of the report have 
stated what they consider to be the duties and obligations of the Auditors. The 
Council is in resnectful agreement with the observations of the learned jurists in so 
far as they emphasise the need for an objective and independent audit performed 
with skill and vigilance and with scrupulous care. Nobody will question that an 
auditor in the performance of his duties must show genuine Independence and "not 
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bring loss to the members of the public by his complicity with the 'directors or 
persons in control of the company’s affairs. However it is important to note that 
during 1961-62 and 1902-63.only .3 and 7 complaints respectively considered by the 
Council under its jurisdiction related to charges arising out of members functioning 
as company auditors and the Institute has yet to come across a case where auditors 
of public companies have been charged with fraudulent collusion with the manage¬ 
ment. It should be pointed out that during the period of its existence, the Institute 
has faithfully and scrupulously enforced the highest standards of professional con¬ 
duct. All cases involving professional misconduct which have come to the attention 
of the Institute have been investigated by the Council or its Disciplinary Committee 
and action taken in accordance with the law. 

The learned Jurists have suggested that the Council of the Institute “should be 
called upon to formulate a Code in regard to the audit of the accounts of public 
companies, with special reference to safeguarding the interest of members of the 
public who have put their faith in the Board of Directors and contributed to the 
share capital”. At its last meeting held on 14/15th September, 1963, the Council 
has decided to implement this suggestion for the guidance of Its members, parti¬ 
cularly the junior ones, by the issue of “Statements of Auditing Principles", which 
will act as a ‘Code’ to its members to be followed In the course of their audit work. 

It will be readily appreciated that the circumstances of companies differ enormous¬ 
ly, and it would not be practicable to lay down audit programmes In a Code any 
more than it would be possible to do so In an Act of Parliament. It may be 
emphasised that it Is not practicable to lay down detailed audit procedures which 
will apply over the whole range of several thousand companies carrying on the viaat 
variety of businesses. However, as stated above, the Institute is engaged on pro¬ 
ducing on a broad basis, statements on auditing principles which will be of con¬ 
siderable guidance to our members. The objective Is to focus the attention of our 
members to the best practices prevailing in this country and the modern trends -in 
Other countries. A small committee Is at present going through this matter and its 
suggestions will be placed before the Council at Its next meeting to be held on 
21st November, 1963. 

It Is pertinent to point out at this stage that the Council of the Institute recom¬ 
mended on 6th October, 1959, to the Department of Company Law Administration 
that certain additional Information should be called for from companies, which 
would form part of statements of accounts submitted to the share-holders. ; and 
which would give additional Information, particularly in regard to Inter-company 
investments, loans and various other items. To the best of our knowledge, this 
recommendation of the Council has not yet been acted upon. 

The Council is in full agreement with the Government’s view that adequate 
disclosure of the activities of the company should be made to its members and, in 
order to further this objective, the Council is always prepared to consider making 
further recommendations to Its members, in consultation with the Government, 
regarding disclosure of further Information which may be material to the evalua¬ 
tion of a company by its share-holders. 

Appendix ‘A’ 

Schedule VI—Part I-A 

GENERAL PROVISIONS AS TO BALANCE SHEET 

t. The authorised share capital and subscribed share capital shall be shown, 
distinguishing between the various classes of shares and giving the following parti¬ 
culars in respect thereof: 

(a) The total number and face value per share of each class of shares and 

the respective amounts paid up thereon. 

(b) Whether the shares are allotted for consideration received in cash or for 

consideration other than cash. 

fc) Particulars of the shares allotted as bonus shares, specifying the source 
from which the bonus shares were issued, e.g., capitalisation of profits, 
or reserves, or from share premium account. 

(cl) Amount of calls unpaid, showing separately calls unpaid— 

(i) by managing agents or secretaries and treasurers anch where the 
managing agents or secretaries and treasurers arc a firm, by the 
partners thereof and where themanag ing agents or secretaries and 
treasurers are a private company, by the directors and/or members 
of that company. 
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(ii) by directors. 

(ill) by others. 

(e) In the case of Redeemable Preference Shares, the terms of redemption or 
conversion, together with the earliest date of redemption or conversion, 
if) Particulars of any option to subscribe for share capital. 

(g) Amount received on shares forfeited. 

Note: Any capital profit on reissue of forfeited shares should be treated as a capital 
reserve, 

2. The amount of the Share Premium Account shall be shown, including details 
of its utilisation In accordance with Section 78 in the year of utilisation. 

3. The Reserves of the Company shall be classified under heads appropriate to 
the company s business, and the following particulars shall be given: 

(a) A distinction should be made between capital reserves and revenue 

reserves. 

(b) Amount of Capital Redemption Reserve. 

(c) Particulars regarding additions and deductions since the last Balance 

Sheet in respect of each Reserve. 


Notes: 

(1) The debit balance on Profit & Loss Account shall be shown as a deduc¬ 

tion from revenue reserves. 

(2) The word ‘Fund’ In relation to any reserve should be used only where 

such reserve is specifically represented by earmarked investments, 

4. The amount of the company’s liabilifles shall be shown classified under heads 
appropriate to the company’s business and distinguishing between current liabilities 
and long term liabilities and showing separately the following: 

(a) Debentures, 

(b) Loans and Advances from Banks. 

(c) Loans and Advances from Subsidiary Companies. 


Notes: 

(1) In each case, distinction should be made between items which are secured 

and items which are unsecured, and the nature of the security if any, 
should be specified. In the case of debentures, the terms of redemption 
or conversion, if any, shall be stated, together with the earliest date of 
redemption or conversion. 

(2) Particulars of any redeemed debentures which the company has power to 

re-issue shall be given. 

(3) Where any of the company’s debentures are held by a nominee or a 

trustee for the company, the nominal amount of the debentures and 
the amount at which they are stated in the hooks of the company shall 
be stated, 

(4) Interest accrued and due on loans need not be specified and may be 

included under the appropriate headings. 

(5) Loans from directors, managing agents, secretaries and treasurers and 

managers should be shown separately. 

(6) Where loans have been guaranteed by any of the directors, managing 

agents, secretaries and treasurers or managers mention shall be made 
of such guarantees and also of the aggregate amount of such loan 
under each head. 

(d) Acceptances, 

(e) Sundry Creditors. 

(f) Amount owing to Subsidiary Companies, other than Loans and Advances, 
(gi Advance Payments, for the portion for which value has still to be given 

(as in the case of newspapers, Theatres, Clubs and Steamship Com¬ 
panies). 

(h) Unclaimed Dividends. 

(i) Provision for Taxation. 

(j) Proposed Dividends. 
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(k) Provision for Contingencies. 

(l) Provision for Provident Fund Scheme. 

(m) Provision for Insurance, Bonus and similar other Benefits Schemes for 

Employees. 

Note: For the purpose of this Schedule, "Current liabilities” mean liabilities which 
the company would normally pay within a period of one year from the 
date of the Balance Sheet and include liabilities, payable on demand. 
“Lour term liabilities” are those which are not "current liabilities". 

5. The amount of the company’s Contingent Liabilities shall be shown classified 
Under suitable heads and in particular the following shall be shown: 

(a) Claims against the company not acknowledged as debts. 

(b) Uncalled liabilities on paitly paid shares. 

(cl Arrears of fixed cumulative dividends giving separate particulars for each 
class of shares and the period for which dividends are in arrears. 
The amount shall be stated before deduction of income-tax. 

(d) Guarantees given by the company on behalf of directors or other 
officers of the company, giving the general nature and the amount 
of each such guarantee, if material. 

6. The estimated amount of contracts for capital expenditure not provided for 
shall be stated. 

7. The assets of the company shall be classified under headings appropriate to 
the company’s business and in particular distinguishing between fixed assets, 
investments and current assets. Assets other than fixed assets, investments and 
current assets shall, if material be separately specified, giving sufficient particulars 
to disclose the nature of the asset. 

8. Fixed Assets shall be classified under headings appropriate to the company’s 
business, and in particular there shall be shown separately so far as practicable 
assets falling under the following heads, if material: — 

(a) Goodwill. 

(b) Leasehold Land, distinguishing as far as possible between short-term 

leases and long-term leases. 

(c) Freehold Land. 

(d) Buildings. 

(e) Plant & Machinery. 

(f) Furniture & Fittings. 

(g) Patents, Trade Marks and Designs. 

(h) Vehicles. 

Notes: 

(1) Under each head the original cost and the additions thereto and the 
deductions therefrom during the year shall be stated and the total 
depreciation written off or provided up to the end of the year shall 
also be stated. 

(21 In every case where the original cost cannot be ascertained without 
unreasonable expense or delay the valuation shown by the books 
shall be given. For the purpose of this paragraph, such valuation 
shall be the net amount at which an asset stood in the company’s 
books at the commencement of this Act, after deduction of the 
amounts previously provided, or written off [or depreciation or dimi¬ 
nution in value, and where any such asset is sold, the amount of sales 
proceeds may be shown as deduction. 

(3) Where sums have been written off on a reduction of capital or a revalua¬ 
tion of assets, every balance sheet (after the first balance sheet) 
subsequent to the reduction or revaluation shall show the reduced 
figures (with the date of the reduction) in p'ace of the original cost. 
Each balance sheet for the first five years subsequent to the date of 
reduction shall show also the total amount of the reduction made. 
Similarly, where sums have been added tw writing up the assets, 
every balance sheet subsequent to such writing up shall show the 
increased figures (with the date of the increase) in place of the 
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original cost. Each Balance Sheet for the first five years subsequent 
to the date of writing up shall also show the total amount of the 
increase made. 

(4) Where a revaluation of assets has been carried out, the name of the 

person or persons by whom such revaluation was carried out and 
the basis on which such revaluation has been carried out shall be 
snuwn in every Balance Sheet as at a date tailing within the Ihrte 
years next following the date of ‘:ac'i ievaluation. 

(5) For the purpose of this Schr :lule, a short-term b-ase is one which has 

less than twenty-five ye' • to run from the ri-te as at which the 
Balance Sheet is made up 

D. The investments of the company shall be shown classified under the following 
hes .t.ngs: — 

(a) Government or Trustee securities. 

(b) Investments in shaies, debentures or bonds of subs'diary companies, 

the total amount in respect of each. 

(c) Investment in shares, debentures or bonds of other companies, the total 

amount in respect of each 

(d) Immovable Property. 

Notes: 

(1) In each case a distinction shall be made between class of shares which 

shall be separately shown. 

(2) The mode of valuation of investments (e g., “at cost", or "at market 

value”! shall be stated. 

(3) The aggregate amount of the company’s quoted investments and the 

market value thereof shall be stated. 

(4) The aggregate amount of the company’s unquoted investments shall 

also be stated, together with an estimate oy the directors of the 
realisable value of such investments. 

<5) A statement of investments (wheresoever shown in the Balance Sheet) 
separately classifying quoted investments and unquoted investments, 
shall be annexed to the balance sheet. This statement shall give the 
names of the bodies corporate in whose shares or debentures invest¬ 
ments have been made (including all investments whether existing 
or not, made subsequent to the date as at which the previous balance 
sheet was made out), and the nature and extent of the investments 
so made in each such body corporate. The statement shall indicate 
separately these bodies corporate which are in the same group as 
the company and shall give the names of the managing agents or 
secretaries and treasurers, if any, of every body corporate. However, 
in the case of an investment company, (that is to say, a company 
whose principal business is the acquisition of shares, stock deben¬ 
tures or other securities;, the statement shall show only the invest¬ 
ments existing on the date as at which the balance sheet is made 
out. Further, it shall not be necessary to give in the statement any 
particulars in respect of investments made by the Company in other 
companies whose managing agents or secretaries and treasurers 
it is. 

(6) The Statement under (5) above shall include the ratio, expressed as 

a percentage, which the company’s holding in another company bears 
to the total capital of that other company. This ratio need not be 
disclosed when it is less than ten per cent. 

10. The amount of the company’s current assets shall be shown classified under 
headings appropriate to the company’s business and in particular the following 
shall be separately shown:-— 

(a) Stock-in-trade showing Raw Materials and Work-in-Progress separately 

where practicable. 

(b) Stores & Spa^e Parts, 
fc) Loose Tools. 

(d) Sundry Debtors. 
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(e) Cash and Cheques on hand. 

(1) Balances with Scheduled Banks. 

(g ) Balances with other Banks. 

(h) Advances and Loans to Subsidiary Companies. 

(1) Bills o i Exchange receivable. 

(j) Advances Recoverable in cash or in kind or for value to be received. 

(k) Balances on Current Accounts with Managing Agents or secretariea 

and treasurers. 

(l) Security Deposit with Customs, Port Trust, etc. 

Notes: 

(11 The mode of valuation shall bo stated in respect of items (a) and (b) 
above, 

(2) In respect of Sundry Debtors the following further particulars shall 
be given: — 

(i) The total amount of debts outstanding for a period exceeding six 

months shall be shown. 

(ii) There shall be shown separately: — 

(a) debts considered good in respect of which the company is fully 

secured; 

(b) debts considered good, for which the company holds no security 

other than the debtors’ personal security; and 

(c) debts considered doubtful or bad. 

(iii) Debts due by directors or other officers of the company or any of 

them either severally or jointly with any other person and debts 
due by firms or private companies respectively m which any direc¬ 
tor is a partner or a director or a member shall be separately 
stated. 

(iv) Debts due from other “companies under th? same management”, [as 

defined in sub-section (IB) of Section 370], shall be disclosed, with 
the names of the Companies. 

(v) The maximum amount due by directors or other officers of the com¬ 

pany at any time during the year shall be shown by way of a 
note. 

(3) Loans and Advances due by the managing agents, or secretaries and 

treasurers, either severally or jointly with any other person shall 
be separately stated. 

(4) Balances (whether debit or credit) on the Current Accounts of direc¬ 

tors, managing agents, secretaries and treasurers or managers shall 
be shown separately. 

(5) The amount of the provision for bad and doubtful debts shall be shown 

as a deduction from the amount of Sundry Debtors. The amount of 
the provision to be so shown shall not exceed the amount of debts 
stated to be considered doubtful or bad and any surplus of such 
provision, if already created, should be shown as a Reserve. 

(0) In regard to Bank balances, particulars shall be given of— 

(a) the balances with Scheduled Banks on: 

(i) current accounts 

(ii) call deposit accounts and 
(lii) fixed term deposit accounts; 

(b) the names of the bankers other than Scheduled Banks and the 

balances with each such banker on: 

(i) current accounts 
(il) call deposit accounts and 
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(iii) fixed term deposit accounts, and the maximum amount outstanding 
at any time during the year from each such banker; and 

(c) the nature of the interest, if any, of any director, or his relative or 
the managing agents or secretaries and treasurers, or of any of their 
associates in each of the bankers (other than Scheduled Banks) refer¬ 
red to in (b) above. 

11. The Balance Sheet shall disclose particulars of expenditure not written off 
or adjusted, including in particulars:— 

(1) Preliminary expenses. 

(2) Expenses (including commission and brokerage) on under-writing or 

issue for subscription of shares or debentures. 

(3) Discount allowed on the issue of shares or debentures. 

(4) Interest paid out of capital during construction (also stating the rate 

of interest). 

(5) Development expenditure. 

12. Where any of the items required to be stated under paragraphs 1 to 11 
above are not material, they need not be disclosed separately. 

13. Where the amount in respect of any item required as aforesaid to be 
shown separately is not separable from the amount in respect of another item, 
the two may be shown together under a suitable description. 

14. The information required by this Schedule to be given in the Balance 
Sheet may be furnished in a separate Schedule or Schedules to be annexed to, 
and to form part of, the Balance Sheet. 

15. Except in the case of the first Balance Sheet of a company, the corres¬ 
ponding amounts as at the end of the immediately preceding financial year for 
all items shown in the Balance Sheet shall be given. The requirements in this 
behalf shall, in the case of companies preparing quarterly or half-yearly accounts, 
relate to the Balance Sheet as at the corresponding date in the previous year. 

10. If, in the opinion of the Board, any of the Current Assets, Loans and 
Advances have not a value on realisation in the ordinary course of business at 
feast equal to the respective amounts at which they are stated, the fact that the 
Board is of that opinion shall be stated. 


Appendix T 


(Reference Section VIIIc of the Report) 


note detailing shortcomings in accounting matters noticed in 

THE COMPANIES ACT, 1956. WITH THE INSTITUTE’S SUGGESTIONS IN 
THE MATTER* 


1, Section 350 

The correct interpretation of this Section, after its amendment in 1960, has 
been the subject matter of considerable debate and difference of opinion between 
the Department of Company Law Administration (“CLA") and eminent mem¬ 
bers of the legal and accounting professions. Without entering into the contro¬ 
versy as to the correct legal interpretation of the Section, from the view-point 
of defectiveness in accounting matters, the Council wishes to point out that the 
words “and at the end of each subsequent financial year” (under-lining ours) 
are most inappropriate in the context in which they appear, namely for the pur¬ 
pose of prescribing the point of time as at which “the written-down value of the 
assets” is to be determined for the purposes of the Section. The Council has 
been advised that, to give a proper meaning to the requirements of Section 350. 
the quoted words must necessarily be read to be “or at the end of the corres¬ 
ponding subsequent financial year as the case may be", the words “as the case 
may be” being necessarilv understood if “and” is read as “or”. We, therefore, 
suggest that, in Section 350, for the words “and at the end of each subseauent 
financial year,” there should be substituted the words “nr at the end of the corres¬ 
ponding subsequent financial year as the case may be”. 


*This note was submitted by the Institute of Chartered Accountants of India 
in addition to the earlier representation, 
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2. Section 211(5)(v) 

Sub-sections (1) and (2) of Section 211 contain provisions requiring that the 
Balance Sheet and the Profit and Loss Account of a Company snail Rive a true 
and fair view of its state of affairs and of its profit or loss for the financial ycar 
respectively, Section 211(5)(v) reads as follows: — 

"The Balance Sheet and the Profit and Loss Account of a Company shall not 
be treated as not disclosing a true and fair view of the state of affairs of the 
Company, merely by reason of the fact that they do not disclose-- 

tv) in the case of any company, any matters which are not required to be 
disclosed by virtue of the provisions contained in Schedule VI or by virtue of a 
notification issued under sub-section (3) or an order issued under sub-section (4).” 

In some quarters, it is apprehended that this provision is open to the inter¬ 
pretation that, so long as the Balance Sheet and the Profit and Loss Account, 
give all the information required by Schedule VI, they should be taken as giving 
a true and fair view of the state of affairs of tile Company. Occasions may arise 
when mere disclosure of the information required by Schedule VI may not be 
sufficient to give a true and fair view. But even in such cases, by virtue of the 
provisions of Section 211(5), the Balance Sheet and the Profit arid Loss Account 
shall be treated as disclosing a true and fair view of the state of affairs of the 
company in question. In other words, as the law stands, it uppears lo be more 
important to give the information required by Schedule VI, than to give a true 
and fair view of the state of the company’s affairs and of the results of its work¬ 
ing for the relevant financial year. V. r e presume that this was not intended by 
the framers of the law. It may bo pointed out that the position is just the 
reverse under the U-K. Companies Act, 194B, which contains a specific provision 
in Section 149(3) to the effect that the requirement to give a true and fair view 
is the over-riding one, notwithstanding the additional reauirements as regards 
disclosure of details contained in the Eighth Schedule to that Act. In this ron- 
nectoin, reference may also be made to Paragraph 332 of the Report dated 30th 
May 1962 of the Company Law Committee in" the U.K. (“Jenkins Committee"). 

We, therefore, recommend a suitable amendment to the law, so as to provide 
that the requirement that the accounts should give a true and fair view is the 
over-riding one and that mere compliance with the detailed disclosures required 
by Schedule VI is not sufficient. 


3. Provisos to Sub-Sections (1) and (2) of Section 211 Versus Section 211(5) and 
227(2) 

The existing Provisos to sub-sections (1) and (2) of Section 211 state that 
nothing contained in the said sub-sections shall apply to an insurance or banking 
company or to any other class of company for which forms of Balance Sheet 
und Profit and Loss Account have been specified in or under the Act governing 
such class of company. Each of the said sub-sections contains two provisions, 
one as regards the presentation of a "true and fair view” and the other as regards 
compliance with the requirements of Schedule VI as regards disclosure of speci¬ 
fied information. It was never the intention that the requirement as to disclosure 
of a "true and fair view” should not be applicable to bunking or other "Special 
Act” companies, This is quite clear from the language used in Sections 211(5) 
and 227. The intention in inserting the abovementioned Provisos was, quite 
obviously, to exempt such companies only from the provisions as regards compli¬ 
ance with the requirements of Schedule VI. However, by the use of the words 
"nothing contained in this sub-section” in each of the said Provisos, the icgul 
effect is that both requirements, (including the requirement to give “a true and 
fair view”) become inapplicable for all such companies. And yet, although the 
requirement to give a true and fair view has thus become inapplicable for such 
Companies, sub-section (5) of Section 211 speaks of the Balance Sheet and Profit 
and Loss Account of such a Company being not “Ireatcd as not disclosing a true 
and fair view of the state of affairs of the Company" merely for the reasons 
specified' in Clauses (i) to (iv) of that sub-section. Moreover, after the omend- 
ment of sub-section (5) of Section 227 in 1960, the auditor of even such a Com¬ 
pany is required by Section 227(2) to state in his Report whether the Balance 
Sheet and Profit and Loss Account give a true and fair view! It becomes diffi¬ 
cult to reconcile the requirements of Section 227(2) and the implications of 
Section 211(5) on the one hand with the language adopted in the Provisos to 
sub-sections (1) and (2) of Section 211 on the other, whereby "nothing contained 
in” those sub-sections applies to the classes of Companies referred to above. 
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The Council, therefore, recommends that the real intention should be properly 
brought out by suitable amendments to the Provisos somewhat on the following 
lines:— 

The Proviso to Section 211(1) should read as under;— 

“Provided that the requirement that the Balance Sheet shall be in the 
form set out in Part I of Schedule VI and that it shall comply with 
the general instructions for the preparation of the Balance Sheet 
under the heading “Notes" at the end of that Part shall not apply 
to any insurance or banking company or to any other class of com¬ 
pany for which a form of Balance Sheet has been specified in or 
under the Act governing such class of company.” 

In the Proviso to Section 211(2), after the words “this sub-section,” the words 
“regarding compliance with the requirements ot Part II of Schedule VI" should 
he inserted. 

4. Part II of Schedule VI 

From the viewpoint of truth in accounting, so vital for the continuing health 
and growth of the national economy, the main shortcoming of Part II of Schedule 
VI to the Act, which contains the “Requirement.:, as to Prolit and Loss Account,” 
is that while a considerable mass of deumul information is required to be dis¬ 
closed in the Profit and Loss Account, not all of which appears to be entirely 
necessary or significant for the average lay shareholder of a Company, there is 
no clcar-cut requirement that the Profit and Loss Account should give “true 
and fair” figures of; (i) the Profit before Tax, and (ii) the Profit after Tax for 
the financial year; with all material adjustments to such figures of Profit In res¬ 
pect of transactions relating to other financial years, as well us all appropria¬ 
tions and transfers, including dividends paid or proposed out of such Profit, 
shown in a separate part of the Profit and Loss Account. On the contrary, the 
existing requirements of Part II of Schedule VI tend to have the effect of making 
difficult the presentation o; what should he the most significant figure ill the 
Profit and Loss Account, namely the figure representing “the result ot the work¬ 
ing of the Company during the period covered by the account” by requiring 
amounts transferred to. as weA as from. Reserve Accounts from to the Profit 
and Loss Account and appropriations for Proposed Dividend from the balance of 
Profit to be shown within the body of one single Profit and Loss Account. 

The Council, therefore, recommends that Part II of Schedule VI should con¬ 
tain a specific requirement for disclosure in the Profit and Loss Account of the 
“true and lair” figures of: (i) the Profit before Tax, and (ii) the Profit after Tax 
for the financial year; with all material adjustments to such figures of Profit in 
respect of transactions relating to other financial years, as well as all appropria¬ 
tions and transfers, including dividends paid or proposed out of such Profit, shown 
in a separate part of the Profit and Loss Account. For reauy leference, it may 
be mentioned that the existing requirements for disclosure or :ueh items in the 
Profit and Loss Account are contained in Clauses (vii), (viil) and (xiv) of 
Paragraph 3 of Part II of Schedule VI. 

5. A clcar-cut and logical distinction between the requirements for disclosure 
of the respective items relating to the Balance Sheet and the Profit and Loss 
Account in Parts I and II reapedively u£ Schedule VI has not been maintained 
under the existing provisions. '} bus, for exam ole, the amount of Lhe arrears of 
depreciation for the relevant financial year, computed in accordance with the 
requirements of Section 205, which i , a mater!..! item of information relating to 
the Piofit and Loss Account, i, not required to he shown at all. Instead, Clause 
(iv) of Paragraph 3 of Part II requires disclosure in the Profit and Loss Account, 
of the total amount of the arrears of depreciation up to the Balance Sheet date, 
computed in accordance with Section 205(2). The total quantum of arears of 
depreciation up to the Balance Sheet dale is of significance in* consideration of 
the Balance Sheet and not tnc Profit and Loss Account. Similarly, the Notes 
Inserted in 19H0 after Clauses (x) (f) (3) and (xli) (a) of Paragraph 3 of Part II 
reffite to information in respect of items contained in the Balance Sheet and 
should therefore logically have appeared in Part I of the Schedule. 

0. Schedule VI contains a number of shortcomings in accounting matters. 
Examples of this arc found in Notes (a), fb), (d), (g) and (1) appearing under 
the heading “General Instructions for Preparation of Balance Sheet” appearing 
after the prescribed form of Balance Sheet in Part I of Schedule VI. Again in 
Paragraph 4 of Part II, the words “any other person” in the preamble, need to 
be substituted by words adequate to narrow down the requirement to what is 
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actually intended, as clarified by the CLA themselves, namely disclosure of 
payments by third parties on behalf of the relevant Company or for work done 
for the relevant Company by the categories of its managerial personnel specified 
in the paragraphs. 

The requirement in Clause (iii) of Paragraph 3 of Part II for disclosure in 
the Profit and Loss Account of the amounts for which works in progress “have 
been completed at the commencement and at the end of the accounting period” 
is self-contradictory. It is not clear how there could be any amounts for which 
such works have been completed when one is considering "works In progress.” 

Appendix ‘J’ 

(Reference Section VIII D of the Report) 

SUGGESTIONS FOR' A REORIENTATION OF THE STRUCTURE AND RATES 

OF DIRECT TAXATION 11 ' 

The Council of my Institute have noted with great interest recent pronounce¬ 
ments regarding the need for stabilising the price level in the country and pro¬ 
moting capital formation. My Council have carefully considered the various 
aspects of this problem and would like to make the following submission for your 
consideration. 

A Case for Reduction of Rates of Direct Taxes 

Apart from any punitive measures, my Council feels that if tax evasion could 
be rendered less attractive, that would serve as a preventive measure for the 
future. In this context a reduction in the rates oi taxation would be a measure 
worthwhile adopting. It is true that a high rate of taxation does not, by itself, 
constitute the only ground for evasion. All the same, if the gain involved in that 
activity could be made less attractive, the trend towards tax evasion would 
definitely be on the decline. The experience of other- countries goes to prove that 
the increased rates of tax has a direct bearing on the magnitude of tax evasion, 
particularly where the rate of taxation has crossed a reasonable limit. The 
general trend, therefore, in other advanced countries, is towards reduction of rates 
of Direct Taxes. It is, therefore, suggested that the Government should pursue 
a policy of progressive reduction in the rates of Direct Taxes, both for individuals 
and Corporations, whereby, over a period of 5 years, the maximum rate of Direct 
Tax for individuals is progressively brought down to 60 % and that for Corpora¬ 
tions to a flat rate of 46 %. This gesture on the part of the Government, would, 
to a considerable extent, remove the incentive for tax evasion. As a result the 
overall revenues of the Government, through Direct Taxes, both from individuals 
and Corporations, would increase considerably. 

Simplification of Rate Structure 

A field where positive Improvement could be attempted is in respect of the 
arithmetic calculation of tax on the total income of a person. At present it is 
very cumbersome and complicated. Differing rates of tax including surcharges, 
depending upon the nature of the constituent parts of income, like earned income, 
unearned income, salaries, compensation, capital gains, ascertainment of tin 
average rates of Income-tax and Super Tax, calculation of the amount of rebate 
for Income-tax and Super Tax, etc., call for Involved calculations. Again in 
respect of the same assessee these elaborate calculations have to be made on more 
than one occasion, viz., for calculating of advance tax, provisional tax, tax on 
regular assessment, and once again where the assessment gets revised in appeal 
or revision. One way of simplifying the existing system appears to be to grant 
reliefs or rebates on specified category of incomes like earned income or capital 
gains or on specified types of outgoings like donations and payment of Life In¬ 
surance premia not by reference to the tax payable, but by an outright deduction 
wholly or partly from the chargeable total income as such. This would mean 
that after all adjustments to the total income arc made there would be one resi¬ 
duary figure on which the rate of tax is to be applied. There would be thus one 
basic calculation for the tax payable and that would be with reference to the 
chargeable income. Surcharges and additional surcharges, even if they are to be 
retained as special levies, could be levied by reference to such basic tax payable 
on the chargeable income and not by reference to the tax payable on particular 
segments of the total income. 

Certainty with Regard to Legislation 

In this connection, it may be mentioned that the frequency with which both 
the substantive provisions of tax legislation as well as the rates of tax are chang¬ 
ed by means of amendments add to the confusion. If there is a continuity with 
regard to a system, that by itself adds to the understanding of it. 


♦This Memorandum was submitted in January 1964 to the Union Finance Minis¬ 
ter by the President of the Institute of Chartered Accountants of India. 
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Ceiling on Income 

It is observed that with the imposition of various Direct Tuxes, particularly 
the Income-tax, Super Tax and Wealth Tax, there arc cases in which a person is 
called upon to pay even more than 100 % of his income during a year. This 
position becomes even more difficult when the Income-tax Department, while 
determining the total income of an assessee, disallows a certain portion of legiti¬ 
mate expenditure, e.g., in the case of rented properties. In order to provide 
sufficient incentive and inducement to the income-earners to exert more and to 
earn more, adding to the National product in that process, it is submitted iliat 
there should be some sort of an overall celling on the total Direct Tax which he is 
called upon to pay. In the context of the present conditions, it is submitted that 
such an overall limit should be of 80 % of the total income in the case of aggre¬ 
gate of Income-tax, Super Tax, Wealth Tax, etc. This limit should not include 
capital gains and in computing the limit, capital gains should he excluded irom 
the total income because of the peculiar nature of the content of what is taxed 
as capital gains. The limit of 80 % should be progressively brought down to 
about 60% with the progressive reduction in the rate of Direct Taxes on income 
suggested earlier. 


Exemption Limit 

The Council is of the opinion that the present, limit of Rs. 3,000 up to which 
a person is exempt from tax is too low a figure ahd quite unrealistic under the 
present conditions, having regard to the continuous increase in the price level since 
the limit was originally fixed. It is, therefore, submitted that the exemption limit for 
income-tax may be linked up with the rise in the general price index. The 
present limit of Rs, 3,000 should be increased to at least Rs. 5,000. Such a measure 
would provide much needed relief to the persons with limited income and at the 
same time, relieve the administration from a considerable amount of unproductive 
work. 


Case for Allowance for Children and other Dependants 

A stage has now been reached when adequate relief should be given to the 
tax-payer in the small income group by providing suitable allowances in respect 
of children and other dependants by way of direct deduction from the total in¬ 
come. In order to avoid the possibility of abuse, and to guard against allowances 
being claimed by two assessees in respect of the same individual, it is suggested 
that when the husband and wife or other persons are tax-payers, then at the 
option of the assessee, the allowance may be claimed by any one of such persons 
or shared proportionately by them so that the total amount of such allowances 
does not exceed allowance for each such child or dependant. 

Compulsory Deposit Scheme 

It is submitted that the revenue gains are not commensurate -with’ the various 
administrative difficulties involved, including the detailed computations. My 
Council feels that there is no case for the continuation of the Compulsory Deposit 
Scheme for tax-payers and that it should be withdrawn, and along -with it the 
levy of additional surcharge should be abolished. 

Taxation of Registered Firms 

The Council had represented in 1956 that the tax on Registered Partnerships 
should not be made applicable to professional firms as it would retard the forma¬ 
tion of such firms as also the trend towards an increase in their size. The Council 
submits that in the case of professional firms, like those of Chartered Accountants, 
Lawyers, etc., there is no justification for the levy of such a tax. 

During the last decade, the work of various professional persons, including 
Chartered Accountants, has become more specialised. Apart from their tradi¬ 
tional functions, they are required to deal with a large number of specialised 
problems. The requirement for specialists keeps on increasing rapidly on account 
of the emergence of various economic, scientific and social forces. In the context 
of such revolutionary changes, it becomes impossible for a single professional 
person or a small-sized professional firm to keep abreast with the currents of 
thought in all the fields at the same time. These factors, coupled with the prefe¬ 
rence shown by a businessman in obtaining specialised services for the purpose 
of running or administering his business, have contributed to the growth in the 
size of the firms and a need for specialisation on the part of the various partners 
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of a large professional firm. With the increase in the size of the business units, 
this need for specialists also increases. The Jenkins Committee in the United 
Kingdom recognised the importance of the necessity for increasing the size ot 
professional firms. It recommended that the limit set on the maximum number 
of partners in a partnership should not be applicable to professional firms. The 
relevant extract from the Report is reproduced below: 

"The restriction imposed by Section 4S4 (Companies Act) has brought diffi¬ 
culties for those professional firms who cannot by law, or professional 
practice or custom, be Incorporated and who wish, as many do under 
existing economic conditions, to have more than twenty partners. 
The partners in such firms belong to professional organisations which 
exercise effective control over their members and we do not think 
it is necessary for' the protection of the public to maintain the restric¬ 
tion in their case.” 

Possibly, the tax on Registered Finns was introduced with a view to discourag¬ 
ing businessmen from resorting to the device of admitting their relatives and 
other nominees as partners for the purpose of avoiding or reducing the incidence 
of taxation. The Council sumbits that this consideration is totally absent Ill the 
case of professional firms, like those of Chartered Accountants, Solicitors, 
AichitecTs, etc., where the gaining admission into the partnership, the individual 
has to obtain the qualifications of the appropriate professional body. 

The prohibition imposed on the carrying of the profession of Accountancy in 
the form of a limited company Is yet another reason why special consideration 
should be shown to accountancy firms in Ihe matter of taxation. II is believed 
that similar restrictions obtain in respect of various other professions as well. 

At present, a higher rate of tax is imposed in the case of firms having five or 
more partners. The Council is of the opinion that this provision Is most unjust 
to proiessionaJ firms as it strikes at the root of the very desirable system of 
hating larger partnerships of professional persons for rerideiing specialised service 
under one roof to their clients. In view of the above conditions. It Is submitted 
that at least in the case of professional firms, the Registered Firms Tax should 
be abolished, 

As a result of the representation of the Council and other professional bodies, 
the additional surcharge in the case oi professional firms was reduced IX)% to 
10%. The Council submits that there is no justification for continuing even this 
10% levy of additional surcharge on professional firms. 

Retirement Benefits for Sei.f-Fmployed People 

One of the significant, features In the life of a self-employed person Is that 
while he earns a comparatively high income in the prime of his life, alter pay¬ 
ment of tax he is left with only n very little margin of saving. Consequently, he 
finds it difficult to lead or maintain for long a life of reasonable standard during 
his retired life. The difficulty in tills regard is all the more in India where the 
value of the savings in real terms has been continuously on the decline on account 
of the steady rise in prices. To mitigate the difficulties arising in such a situation, 
the United Kingdom Tax Laws have a provision under Sections 22 and 23 of the 
United Kingdom Finance Act, 195B, exempting from the income ot' self-employed 
peisons a sum of '£ 750 or an amount not exceeding 10% ot his income, which¬ 
ever is less, utilised in the purchase of a retirement annuity. The exemption is 
available on condition that at the time thp annuity matures for payment, the 
annua] payments received would suffer tax. 

The scheme covers several classes of persons, such as professional men, partners 
in firms, etc, The scheme is applicable even to two johmen. i.e.. Individuals 
who are earning income from two sources, one earning pension rights and the 
other not so entitled e.g., persons holding part-time pensionable posts. 

Introduction of such a scheme in India would help the tax-payer to save a 
larger sum ol money for his retirement than what he is able to do now after 
payment ol tax. 

It may be pointed out that the relief sought under the scheme is different from 
the one to which a self-employed asressee Is entitled just as other individual 
assessees, under Section 87(3) (2) of the Income-tax Act, in so far as the amount 
exempted under this scheme would not wholly escape tax, but would be taxed at 
a* lower rate—the rate applicable to him on the basis of his total income at the 
time the instalments of annuity are received. It must further be clarified that 
the amount contributed by the members under the scheme would be Invested In 
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Government Securities. This would be apparent from the Insurance-cu m- 
Annuity Scheme, appended to the memorandum, to Illustrate the manner in which 
the concession would operate in ,etfect. The scheme has been drawn up on the 
lines of a similar scheme started by the Institute of Chartered Accountants in 
England and Wales some years ago. The Council submits that the Government 
may consider granting relief on these lines to self-employed persons in addition 
to what is envisaged under Section f!7 ot the Income-tax Act. 


Compulsory Distribution of Dividends by Companies in which the 
Public are Not Substantially' Interested 

The Council is aware ol the principle on which the provisions of income-tax 
for tne compulsory distribution of dividends by companies in which the public 
are not substantially interested are based. However, it is submitted that the pro¬ 
visions are no longer to he looked at merely as means for meeting the challenge 
of legal avoidance of Super-tax. They should now he viewed as potent instrument 
for channelling the smooth flow of accumulated profits for the betterment of the 
national economy. Therefore, with a view to expediting industrial development 
m rhe country by re-investment of accumulated earnings of such companies, the 
Council makes the following submissions. 

1 . in the case of industrial undertakings, there should ho no insistence on 
compulsory distribution of dividends if the income of a portion of it is credited 
into a separate Reserve Account and utilised within a reasonable period for the 
purpose of expansion of business. This principle should apply only to an indus¬ 
trial concern and not to a trading or Investment company. 

2. In the case of trading concerns, although the present provisions regarding 
compulsory distribution of dividends may be continued, it is suggested that the 
reuuirement of 90% distribution of dividends where the reserves are equal to 
paid-up capital, should be waived, and the distribution of dividends should be 
restricted to 60%, in cases where the additional reserves are set apart and used, 
within a reasonable period, for the expansion of the business. 

3. An amendment may be made to provide that any portion of the profits of 
a company transferred to a separate reserve and utilised {or , the purchase of 
capital assets within a period of 5 years should be excluded for the purpose of 
computing "distributable income.” 

4. In the case of Indian companies where the foreign collaborators have an 
equity participation of more than 25%, there should be no insistence of compulsory 
distribution at alt. This would result In a saving nf foreign exchange through 
reirr.eslment of funds by the foreign collaborators. 


Capital Expenditure Incurred Pmon to Commencement of Production 

According to the present departmental practice, expenditure by wav of salaries, 
rent and other administiative expenditure incurred prior to the commence¬ 
ment of business is disallowed. It is not considered to be an expenditure Incurred 
for earning the income, nor is it considered capital expenditure entitled to depre¬ 
ciation and development rebate. 

Tne distinction between capital expenditure and revenue expenditure nssums 
its significance only lor purposes of short-term financial analysis. It cannot be 
denied that both t ,r pes nf expenditure have got to be absorheri by the business. 
Therefore, when an item of expenditure Incurred lor purposes of business is judged 
to be an item of capital expenditure, it is submitted that such expenditure may 
either be allowed as revenue expenditure in the year in which it Is incurred or 
alternatively amortised. Such amortisation should be either by way of deprecia¬ 
tion or otherwise spread over and allowed as a deduction over a period of years 
not exceeding 5 years and charged equally to the profits of 5 succeeding years. 

Pay'ment pok Technical Know-how 

My Council wishes to draw your attention in particular to the manner in which 
payments for technical know-how are dealt with by the Taxing Department At 
present, payments which are specifically made in connection with drawings, lay¬ 
outs of factory, buildings, plant, etc. are allowed to be capitalised and deprecia¬ 
tion and development rebate are granted in respect of such sums. But payments 
made for the formula for the production of goods, guidance regarding method and 
manner of manufacturing the articles, etc., are treated as capital payments But, 
no depreciation or development rebate is allowed on It as such expenditure does 
not bring into existence any tangible assets. My Council submits that this is not 
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at all justified. Such expenditure should be treated as having been made toi 
purposes of business and allowed as revenue expenditure, it being on par with 
.payments as royalty. Annual paionents of royalty are definitely allowed as de¬ 
duction and there Is no reason why the initial payment In lieu of royalty which 
would otherwise have been incurred over a number of years should not be allow¬ 
ed. The lump sum payment would, in fact, be smaller than the total amount of 
expenditure, if the payments were to be made annually. Therefore, my Council 
submits that payment for technical know-how should be treated on par with 
scientific research for purposes of Section 10. 

Taxation of Inter-corporate Dividends 

It is suggested that with the high rate of taxation in the corporate sector, the 
present system of taxation of Inter-corporate dividends at different stages acts 
very harshly on the Investor. Therefore, taxation of Inter-corporate dividends 
should be done away with. 


Tax on Bonus Issues 

In the opinion of the Council, although the rate of Bonus Tax has been reduced 
from 40 % to 12J%, the very principle of Bonus Tax Is illogical and ill-conceived. 
In respect of a bonus issue, there is no distribution of the income of the company 
.and, therefore, there is no justification for such a tax. Moreover, since any 
distribution of dividends in respect of bonus shares also attracts taxation, this 
levy clearly amounts to double taxation. It Is, therefore, suggested that the 
taxation oi bonus shares should be discontinued. 

Super Profits Tax 

The Council is of the opinion that the Super Profits Tax In its present form 
has acted as a definite disincentive to business efficiency and must be withdrawn 
at the earliest possible date or substituted by a more equitable measure. The 
standard deduction of 6% of the own funds acts as a discouraging factor In 
attracting foreign capital. 

According Studies in Respect of Public Expenditure 

My Council submits that, apart from the suggestions made In respect of 
taxes, a good deal could be achieved in respect of public expenditure Itself. After 
all. both the quantum as well as the pattern of taxation takes its hue from the 
extent and structure of public expenditure. If public expenditure itself Is sub¬ 
jected to scientific analysis from the accounting point of view. It would help in 
the discovery of many areas where economy could be effected, adding to the 
efficiency. The members of the Institute would be only too willing to be associat¬ 
ed with this function and the Government could draw upon the experience and 
knowledge of the members In conducting such management and financial analysis 
on a scientific basis. 


R. C, Cooper, 

President. 


Appendix 

SCHEME OF PENSION AND LIFE INSURANCE FOR THE CHARTERED 

ACCOUNTANTS 

All Chartered Accountants may be divided into two Groups. One Group will 
include all Chartered Accountants who are practising Auditors, Incometax Ex¬ 
perts, etc. In other words they are the professionals who are not employed by 
any Employer. The second group will consist of Chartered Accountants who are 
employed on fixed remuneration in various firms and business houses. The 
second group presents no problems because as employees the Income-tax Act 
confers upon them several concessions if they join schemes like Provident Fund, 
Superannuation Schemes, etc, which their employers may have established. 

The problems of the former group (the group consisting of practising Chartered 
Accountants) can be solved only if the Government is prepared to have a legisla¬ 
tion more or less on the lines of the U.K. Finance Act 1956. This Finance Act 
has made far-reaching concessions to self-employed persons. The relevant sections 
of the Finance Act 1956 which deal with tax concessions to self-employed persons are 
Sections 22 and 23. For a body of practising professionals, the type of scheme 
which one can envisage for groups of employed persons, is not possible of Im¬ 
plementation. The income of every individual member of the profession may 
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vary as also his requirements, Utmost flexibility permitting variations in contri¬ 
butions from year to year and as between one individual to another individual, 
though in the same income group, is necessary. Any scheme, however, which 
provides Death-cum-Retiremenl benefits can really be attractive only if the tax 
concessions available to Employer-Employee Group Schemes are also offered to 
self-employed persons. As it is, each Chartered Accountant has the option of 
effecting individual policies with the LiCe Insurance Corporation according to his 
needs. At the most Life Insurance Corporation can consider whether it can assist 
this body of professionals by offering some concessions in rates. But the build-up 
of satisfactory Death and Retirement Benefits out of individual taxed incomes is 
really a difficult task. 

In the first instance, the suggested scheme is based on the assumption (a) that 
it will include only the self-employed Chartered Accountants and (b) that the 
necessary tax concessions will be given by Government to this class of Chartered 
Accounts. 


Pensions at Retirement 

It would appear that a Chartered Accountant will normally not retire from 
his profession, unless he is obliged to do do on grounds of ill-health. For tho 
purpose of the scheme, however, it will be necessary to assurhe some average age 
at retirement which will be described as the normal retirement age. For the- 
sake of fixing the ideas, age 65 has been taken as the normal retirement age. 

Fixing this normal retirement age does not, however, imply that a member of 
the scheme must necessarily retire at this age or that he should commence 
receiving his retirement benefit from that age regardless of whether he retires or 
not. There would be provision in the scheme for retirement before the normal 
retirement age as also for deferment of retirement after the normal retirement 
age. For example, retirement between ages 55 and 05 may be permitted. Such 
retirements will naturally be described as early retirement and retirement after' 
age 65 but before sav age 70 may be termed as Deferred Retirement. This age 
range should normally cover the probable retirement aEes of a majority of the 
Members. 

Contributions by the Members'. The Member may pay every year a varying con¬ 
tribution subject to such limits as may be prescriued by the Government under its 
legislation giving necessary tax concessions to self-employed persons. This con¬ 
tribution would be applied by the Corporation as Single Premium for purchase 
of Pension at normal retirement age. If the Member retires at the normal retire¬ 
ment age. the total Pension he will receive will be the sum total of the various 
units of. Pension which will have been secured for him each year by the annual 
contribution which he will have paid before his retirement. 

The Member would be issued by the Corporation an individual Certificate which. 
will state the total contribution paid by the Member and the total Pension that 
will have been Purchased for him by the contributions paid to date. Obviously 
such Certificate will have to be issued every year, because the total quantum of 
Pension and the Contributions will vary from year to year depending upon the 
amount of contribution which the Member will pay each year and his attained 
Hge. 


For the purpose of simplifying the administration of the scheme, it will envi¬ 
sage provision of a normal Pension. This Pension will be guaranteed for a minimum 
period of 5 years and will continue so long thereafter as the Member is alive. The 
Member will, however, have the option to exchange this normal Pension with 
any other type of Pension. The optional Pension that will be o'ffered in lieu of 
the normal Pension will lie of the following types : 

Pension Guaranteed for Longer Periods 

Option 1: A pension which, instead of being guaranteed for 5 years, can be- 
guaranteed for a longer period of, say. either 111 or 15 years. If the death of the 
Member occurs during this period, the Pension will continue to be paid lo his 
dependents without any reduction for the balance of the guaranteed period. If, 
however, the Member survives the guaranteed period, the same Pension will con¬ 
tinue to be paid to him during the remainder of his life. In this class of Pension, 
therefore, the Member has an assurance that regardless of his survival lo the 
end of the guaranteed period, he or his dependents will benefit by the Pension 
over the minimum guaranteed period. On the contrary, if he lives beyond the 
guaranteed period, he has an assurance of life-long Income. There Is thus a 
guarantee of minimum benefit but no limit to the benefit which he can receive 
if he lives long enough. 
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Option 2: A member can purchase separate Pensions for himself and for his 
wife each of which may be guaranteed for an agreed period (e.g., 5, 10 or 15 years) 
ana continue thereafter during the life time of beneficiary until death. 

Option 3: If the Member does not wish to purchase separate Pensions for him¬ 
self and his wife, he may purchase what are commonly known as “last survivor 
pensions”. This Pension envisages that a certain amount of pension would be 
payable to the member and his wife so long as both are alive. If one of them dies, 
the pension will continue to the survivor of until his/her death. It Is customary 
to provide In “last survivor Pensions” that so long as the Member and his wile 
is alive the quantum of pension should be more than the pension payable to the 
survivor. 

It should, however, be understood that the amount of annual pension available 
under the options will not he of the same amount as normal Pension stated in his 
individual Certificate. The Member can notify to the Corporation his desire to 
elect optional pensions and the Corporation will quote the amounts of equivalent 
Pension which the Member or his wife or both can receive in lieu of the normal 
Pension. 


Early Retirement 

If a Member retires before the normal retirement age. obviously the amount of 
his Pension will have to be adjusted. The Member will have paid fewer contribu¬ 
tions and he is expected to live longer because he retires at a younger age. Con¬ 
sequently, the Pension payale on earlier retirement age will be a smaller amount 
than the normal Pension. 

Deferred Retirement 

For the same reasons, if the Member retires after the normal retirement age, 
the quantum or his Pension will be more than the Pension at normal retirement 
age. 

On the Member intimating to the Corporation his desire to retire earlier or 
later than the normal retirement age, individual Quotations will be given of how 
much Pension he will receive at such retirement. 

Death Before Retirement 

In the event of death of the Member before the normal retirement age, his 
dependents will receive the contributions paid under the scheme and the interest 
which the Corporation may agree to pay thereon either in the form of an income 
or lump sum. The form of benefit will depend upon the legislation. 

The scheme suggested above is mainly intended to provide retirement benefits 
to the Members of the Profession, It, however, gives no cover to his dependents in 
the event of premature death. It Is. therefore, necessary to supplement the scheme 
by a scheme of Life insurance. 

Temporary Life Insurance Scheme 

Provision of life-long incomes in adequate amounts to the dependents is very 
expensive. This, however, does not preclude any provision for the dependents. It 
is recommended that a regular monthly income of a fixed amount commencing 
on the death of the Member before age 65 and payable lor a fixed period say 15 
years, would be a reasonable and satisfactory Insurance cover for the dependents. 
This cover may be provided under the temporary insurance plan. 

Under this plan Member will pay a level annual premium the aniount of which 
will depend upon the monthly income to be provided lor the dependents. 

If a member aged 35 wishes to provide a monthly Income of Rs. 1,000/- payable 
to his dependents for 15 years from the date of his death the sum assured required 
will be about Rs. 1.46 000/- for which the annual premium payable by the Member 
will be about Rs. 2,800/-. If his death occures at any time before he reaches 65. a 
guaranteed income of Rs. 1,000/- pe?- month will he paid to his wife, children or 
any other dependents for a period of 15 years. 

It must be clearly understood that if the Member survives to age 65, the insu¬ 
rance cover will cease. This plan carries neither Surrender nor Paid-up Values 
and consequently on the expiry of this plan, no cash benefit will accrue. In other 
words, the Members, or his dependents would receive no benefits under this plan, 
except in the event of death prior to age 65. Member will be required to submit 
•to the Corporation satisfactory evidence of Insurability at his expense. 
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The Combination of the Pension and Temporary Insurance PJan should provide 
reasonable security to the Members of the family as well as to the Member him¬ 
self after retirement. Under the Temporary Insurance Plan, the income will 
always cease at the end of the fixed period of 15 years and consequently If the 
widow of a.Member survives this period, she will have no income during her 
old age. It is recommended that the accumulated contributions under the Pension 
Plan up to the time of Member’s death, should be retained with the Corporation 
to accumulate further and when the income under the Temporary Insurance Plan 
has ceased, the accumulated balance under the Pension Scheme should be utilised 
in purchasing for the widow of the Member a Life Pension. 

Broad outlines of the scheme have only been described in this note. This will 
form the basis of further discussions without which a scheme of this nature can 
rarely he finalised. Perhaps the Members would like to know what benefits would 
he available under a Pension Plan and also the Temporary Insurance Plan for a 
stated amount of contribution. 


Illustration 

Por the purpose of this Illustration, the following assumptions have been made: — 

(1) Effective Date of Membership of the Scheme and commencement of 
Membership, 1-4-1961. 

<2) Age completed at Entry, 35 years. 

(3) Annual Contribution Rs. 3,000/-. 

(4) Amount of Insurance under the Temporary Insurance Plan Rs. 50,000/-, 

(5) Normal retirement date, 1-4-91. 

The following Assurances will be effected on the Member’s life: — 

1. Temporary Insurance: 

Sum Assured Rs. 50,000/-. Annual Premium 
Rs. 956/- (approximately). 

2. A Pure Endowment: 

Sum Assured Rs. 1,08,000/- (approximately). 
Equivalent Pension R's. 10,000/- p.a. approxi¬ 
mately. 

Annual Premium Rs. 2,044/- (approximately). 
The following will be the benefits assured to him under the Scheme: — 

1. On survival to age 65, i.e., 1.4.1991, a Pension of Rs. 10,900/- approximately 
per annum payable monthly in arrear for 5 years in any event and thereafter, 
if the Member survives to the end of 5 years, so long he lives. 

2. On death before age 65:—say at age 50, the sum of Rs. 50.000/- under the 
Term Insurance and Rs. 37,500/- (approximately) being the amount payable 
under the Pure Endowment, i.e.. Pension Plan will be payable to his dependents 
in the form of a monthly income of Rs. 600/- (approximately) for 15 years. 


Appendix ’K* 

(Reference Section VIII D of the Report) 

REPRESENTATION SUBMITTED BY THE INSTITUTE TO GOVERNMENT ON 
BUDGET PROPOSALS FOR 1964-65 

The Council of my Institute has carefully considered the provisions of the 
Einance Bill 1964, The Companies (Profits) Surtax Bill 1964 and The Finance 
Minister's Budget Speech. 

My Council is glad to note the realistic approach of the Government of India 
on many of the problems confronting the country's economy. The Council has 
also noted with satisfaction some of the measures proposed by the Government 
to deal with the economic problems particularly the suspension of the Compulsory 
Deposit Scheme and the replacement of the Super Profits Tax. 

My Council would like to offer the following comments on some of the other 
provisions of the Bill for the consideration of the Government. 
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1. Additional Taxes for Section 104 (Old Section 23A) Companies: 

The Council Is pleased to note that Government have accepted its suggestion 
for exempting', from the requirements of Compulsory distribution, Section 104 
Companies engaged in the manufacture or processing of goods or In mining or 
in the generation or distribution of electricity or any other form of power. How¬ 
ever, simultaneously, it Is proposed to increase the effective rate of company tax. 
from 50% to 60%.. in the case of profits and gains which are not attributable to 
the business of generation and distribution of electricity or in the manufacture 
or production of any one or more of the articles specified In the list given in 
Part IV of the First Schedule. Thus, the effective rates for certain classes of 
companies engaged in the manufacture or production of articles other than those 
mentioned in the aforesaid Part IV, as well trading companies will now be 
60%. 

Again, such companies will also be liable to Dividend Tax even in respect of 
a modest distribution of dividend. The effective rate of tax for such companies, 
will therefore he much higher than 60%. 

Having regard to the need for encouraging the middle class entrepreneur and 
the development of ancillary industries my Council feels that this is a retrograde 
step which will considerably hamper the economic development of the country, 
and particularly, by such small companies. It will also take away the benefit 
of reinvestment of earnings and industrial expansion through domestic resources, 
if as much as 60% of the profits are to be wiped out through Income tax and 
corporate tax. My Council would suggest that the Government should reconsider 
Its decision and leave the present rate structure for such companies undisturbed 
at 50%, Such companies should also be entitled to pay a dividend of at least 10% 
on their paid-up capital without having to pay tax at 7J%. 

2. Capital Gain Tax on Bonus Sharer: 

In our opinion the proposed measure contained in Clause 12 of the Finance* 
Bill aims at taxing a notional amount in respect of the bonus shares and hits at 
the very root of the concept of bonus shares. 

In the very well-known case of BLOTT. the considered judicial pronouncement 
is to the effect that on the issue of a bonus share, the stake of the shareholders in 
the company does not change at all and therefore there Is no element of Income 
whether of a revenue character or of a capital nature. Even in cases where bonus 
shares are sold, the element of capital gain would be determined by taking Into 
consideration the overall cost, because on the issue of bonus shares, the value of 
the existing shares would be proportionately diminished. 

The present provision not only negatives the judicial pronouncement as also* 
an accountancy principle but also leads to taxation on a notional basis, This dis¬ 
advantage becomes all the more pronounced by taking the entire amount of the 
market value ol' the bonus shares for the purpose of determination of capital 
gains, because the cost to be taken into consideration would be nil. 

Further, upon issue of Bonus Shares, the Company Itself is subjected to taxr 
upon liquidation of the company entire accumulated profits are treated as dividend; 
and upon sale of bonus shares, the shareholders is subject to pay capital gains 
tax or normal Income-tax and super tax as the case may be. 

It thus leads to a multiple tax levy in respect of the same transaction. My 
Council would therefore suggest a reconsideration of this matter and deletion of 
this particular clause with reference to the Issue of bonus shares, 

3. Dividend Tax: 

The need for greater ploughing back of profit for Industrial expansion cannot 
be over emphasised. However, my Council feels that in its present from the 7 a %? 
tax on the dividends other than for companies which have to make a compulsory 
distribution requires some modification. Whereas my Council appreciates that 
the proposals to levy this dividend tax is for conserving the resources of 
companies, it would suggest that this dividend tax should not be applicable in 
all cases up to a limit of 10% on paid-up equity capital. The levy of dividend 
tax at 7J% should start in respect of equity dividends In excess of the limit 
of 10%. 

4. Annuity Deposit Scheme: 

The Council respectfully, endorses the object of reducing the rates of direct 
taxes on individuals in order to encourage hard work, initiative and enterprise. 
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but is unable to agree with the principle that a person who saves his money 
sflould not be able to decide tor himself how he should invest it. 

The Council fails to see the benefit accruing from the reduction in the rates 
of taxes to an individual assessee, because at the end of ten years, the assessee 
will be collecting ten instalments of annuity, which in turn will be assessed 
together with the interest when repaid. 

It however, this Scheme is at ail to be retained, my Council would like to 
make one suggestion for its amendment. It is suggested that the assessee should 
be given an option to postpone the commencement of the repayment of deposit 
b.v Government, if he so chooses. 

The advantage of this modification would be that the scheme itselt would be 
converted into a partial retirement benefit measure in so far as the assessee 
could exercise the option of starting the repayment at such time when he is 
a rile to retire and will provide him with retirement benefit. The suggestion of 
mv council is not likely to lead to any appreciable loss of revenue lor the 
Government and from Government’s point of view, the additional advantage would 
be that the deposit money will be available for a longer period. It is hoped 
that this suggestion will receive attention from Government as it is likely to 
provide much needed relief to self employed people who do not have the benefits 
of provident fund, gratuity, etc. 

It Is also suggested that the benefit ottered to special category of persons 
like actors, authors, etc., be also extended to all self-employed peoples like 
professional persons. 

5. Si- if Assessment and Payment; 

Whereas my Council cannot object to the scheme for self assessment and 
payment of tax by the assessee, it would like to point out some of the administra¬ 
tive difficulties involved in this matter. It is the general experience of tax 
payers that in spite of writing letters to the Department, even the challans, to 
enable the assessee to make payment of tax, are not readily available. Further 
many small assessees will not be familiar with detailed computations of tax. 

We would therefore recommend a modification of the scheme whereby upon 
receipt of the income-tax return, the Income-tax Officer should make the calcula¬ 
tions of tax and send out a challan to the assessee requiring him to pay the 
tax within .30 days. In the opinion of my Council this will lead to smoother 
administrative working and remove undue Inconvenience to the assessees, 

In this connection my Council would also like to point out that the proposal 
contained in the Finance Bill viz., that where the income returned by an 
assessee is less than 90% of the assessed income, the assessee should be deemed 
In have concealed his income or furnished inaccurate particulars thereof, is harsh, 
and likely to creat hardship in genuine cases where there has been an honest mistake 
in preparing the return or calculating the tax. My Council would strongly 
suggest the deletion of this measure. 

6. Registered Partnership Tax for Professional Firms : 

My Council would once again like to take the opportunity of reiterating its earlier 
request to exempt professional partnerships from the levy of registered partner- 
smo tax. In respect oi professional firms where all the members of the firm are 
medified members of a professional institute, there is no possibility of avoidance 
of + ax Ihrough the device of a registered partnership. As is well-known, 
professional firms cannot Incorporate themselves into corporate entitles. 

Moreover, in view of scarcity nf professional talent and the need for encourag¬ 
ing larger professional firms for rendering more efficient and specialised services 
to the public, it is desirable to encourage formation of professional partnerships. 
M" Council therefore feels that the Government should give consideration t.o this 
m?f*er and either exempt professional firms from the levy of the registered 
partnership tax or at least reduce the tax substantially in case of professional 
firms. 


7. Wealth-tax Limits; 

My Council have noted the proposal to reduce the non-taxable limit for wealth 
tax to Rs. 1.00.000/-. The administrative difficulties Involved through this reduction 
fire Ijkclv to be considerable and in terms oi the amount of revenue derived, 
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the cost ol collection will not, it is submitted, make it worthwhile to make assess¬ 
ments on this basis. Including the overheads of the Wealth-tax Department the 
expenditure per wealth tax assessment in many cases would not cover the 
revenue collected from the assessee. This would particularly apply to cases 
where the wealth is only slightly in excess of Rs. 1,00,000/-, For instance where 
the net wealth is Rs. 1,20,000/- the revenue derived will be only Rs. 100/-, For 
Rs. 1,50,000/- the revenue derived will be Rs. 250/-. In such cases, having regard 
to the time spent by the Wealth-tax Officer, the assessment would be unecono¬ 
mical. It would therefore be worthwhile reexamining the proposal to consider 
whether the non-taxable limit should not be retained at Rs. 2,00,000/- which 
terms of pre-war price level, comes to less than Rs. 40,000/- per assessee. 

My Council will be grateful if it is offered an opportunity to wait in a delega¬ 
tion on the Finance Minister for more detailed discussion of some of the points 
mentioned in this memorandum. 


Appendix ‘L’ 

(Reference Section VIII D of the Report) 

MEMORANDUM ON THE PRACTICAL DIFFICULTIES AND HARDSHIPS 
RESULTING FROM THE BUDGET PROPOSALS 

1. Clause 6—Amendment of Section 10 

1.1 According to the proposed amendment, a technician becomes entitled to 
tax-free exemption in respect of his remuneration received for a period of 50 
months if he satisfies certain prescribed conditions and his contract of service 
is approved by the Central Government before the commencement of his 
service or within one year of such commencement. It may be clarified that this 
benefit will be extended to those technicians who were already in India before 
Slat March, 1064. 

2. Clause 8—Grant of Development Rebate. 

2.1 One of the conditions laid down for the grant of development rebate Is 
that the machinery or plant is imported in India by the assessee. Often, assessees 
effect purchases of such assets from dealers in India who might have Imported 
them on their own account. Instances are also not rare where an actual user 
imports plant or machinery and transfers it to new economic units formed for the 
specific purpose of running an industry in which such plant or machinery are 
put to use. In such cases, a strict interpretation of the clause would 
lead to a denial of the benefit altogether, Therefore, it is submitted that the 
provision should be suitably modified to secure that development rebate would 
be granted on plant or machinery imported into India either by the assessee 
himself or by another person from whom the assessee had taken it over and 
used bv him in India for the first time. 

2.2 Under the proposed amendments, where an assessee imports any second¬ 
hand machinery or plant and puts it to use, development rebate Is granted subject 
to his fulfilling certain conditions which are to be prescribed, in addition to the 
four conditions already specified. It is submitted that the Government should 
specify the nature of the evidence to be adduced. If the Department is to insist 
on every assessee tracing back the history of each asset to the manufacturer and 
obtaining certificate from each and every person who had owned it previously, 
then, in most cases, the assessees would not be in a position to claim the benefit. 
It is submitted that a certificate from the seller to the effect that the asset has 
not been used by him previously in India and that no depreciation has been 
allowed on It, should be acceptable to the Revenue authorities. The position 
should, therefore, be clarified by issue of appropriate executive Instructions. 

3. Clause 9—Expenses on advertisement, travelling, residential acco¬ 
modation, etc. 

3.1 This clause envisages a restriction on the allowance of expenditure on adver¬ 
tisement. maintenance of accommodation, travelling expenses, etc., which is to he 
governed by conditions which are to be prescribed. It is submitted that undue hard¬ 
ship would result in the administration of this provision as it places vast discre¬ 
tionary powers in the hands of the Revenue authorities. 

3.2 In a large business, having all India or even international connections, 
expenditure on advertisements, travelling, etc,, is incurred keeping In mind not the 
immediate benefit, but the accruing benefits to the business. It could well be that 
benefits rccruing from such expenditure do not occur in the years in which they 
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are incurred, It would be difficult, therefore, to gauge with any mathematical 
precision in these matters, and the grant of discretionary powers to the taxing 
authorities could only lead to unnecessary expenses in litigation and delay in the 
duality of assessments. It would be almost impossible to prescribe conditions and 
limitations in the Income-tax Rules satisfying the requirements of each and every 
type of business. It is submitted that the justification for incurring such expenses 
should be left to the judgement of the businessmen themselves and that the 
existing provisions under which expenses get allowed only where they are in¬ 
curred wholly and exclusively for the purpose ol' business is a sufficient safeguard 
against depletion of the tax base through expense accounts. 

4. Clause 10— Benefit or amenity or ferqulite. 

4.1 A change In the drafting of the Section appears to be necessary In the light 
of the Explanatory Note on the Budget proposals and the speech of the Finance 
Minister. From these, the intention of the Government appears to have been to 
disallow with effect from 1st March 1904, any expenditure Incurred by a company 
resulting in the provision of perquisites, etc., to an employee to the extent to 
which such expenditure exceeds 2U per cent of the employee's salary, the colling 
on the quantum of expenditure allowable being determined with reference to 
perquisites provided for after 29th February 1964. However, the clause, as it 
stands now, makes the celling applicable to perquisites in respect of the whole 
or the previous year relevant to 1964-65 assessment year to the extent to which 
Liuch expenditure exceeds 20 % of the salary payable in respect of the period 
alter 29th February 1964. That is to say the plause, as it stands now, enlurges 
the admit of expenditure liable to disallowance, reducing, at the same time, in 
quantum the ceiling by applying the 20% to the salary payable after 29th 
February 1964. A suitable modification in the wording to remove the obviously 
unintended hardship is called for. 

4.2 Explanation 2 to Section 40 indicates that, the word “salary” should have 
the same meaning as in clause (h) of Rule 2 qf Part A of the Fourth Schedule, 
it is submitted that this would unduly restrict the meaning of the word “salary''. 
Therefore, “salary” may be defined to include any fees, commissions, profits in 
in lieu or in addition to salary or wages as well as bonus and rent paid by the 
employee but reimbursed by the employer. It should also be clarified that 
benefits, such as medical benefits, passages, travelling allowances, which are ex¬ 
cluded from total income under Sections 10(5) and 10(6) should not be considered 
as perquisites ice this purpose. 

4.2 In the case of technicians, the benefits of exemption now obtaining for a 
period of three years in respect of payment to them of tax-free salaries should 
be modified in such a way that the tax borne by the employer during the fourth 
and fifth years of their contract is not considered as perquisites while applying the 
20 c 'r restriction. 

4.4 Another difficulty that employees on a contract basis will be faced with 
in view of the proposed changes regarding the calculation of perquisites is 
with regard to the passage money. Normally, an employee gets entitled to it 
only at intervals of three years. It is submitted that in such a case the total 
amount of passage money should not be taken Into Recount, but only on an 
average basis determined with reference to the number of years of service 
mentioned in the contract entitling him to the passage money. 

5, Clause 12— Bonus Shares. 

5.1 Further to the submissions we have already made that the taxation of 
bonus shares negatives both judicial pronouncements as well as Accountancy 
principles, It is submitted that unless the definition of "income” is suitably amend¬ 
ed in the Act, it is doubtful whether the provisions of Section 35 by themselves 
are sufficient authority for obtaining the result envisaged, 

5.2 Taxation of capital gains in respect of bonus shares issued is based on 
the assumption that, such an issue of shares gives rise to an element of gain in 
the market value of the shares and the attempt made is to tax this element of 
gain. It Is submitted that element ol gain, if any, in this activity has to be 
viewed not in isolation but by comparing the market value of the original shares 
prior to the issue of bonus shares with the market value of the orginal shares 
plus the bonus shares after the bonus shares are issued. If such a comparison 
on an overall basis discloses any element of accretion in the value, it may perhaps 
be justified In levying a tax on such notional accretion. 

5.3 It is not clear from the new sub-section whether the capital gains on the 
bonus shares are to be considered as short term or long term capital gains, It 




84 THE GAZETTE OF INDIA EXTRAORDINARY [Part Ill- 


may be clarified that they should be treated ag long term capital gains at least 
in instances where the original holdings have been held for a period of more 
than 12 months. 

5.4 There seems to exist a bit of an anomaly when we take into consideration 
two cases, one where the shareholder retains his bonus share for a period oi 
more than HO days, and another ivhere the shareholder transfers his bonus share 
before that period. According to the proviso to Section 45(2), in the latter case, 
the shareholder does not pay the bonus tax and on sale of his shares he would 
directly secure the benefit of the average cost concept in determination of the 
total profit or Joss which is assessable, it is submitted that it would be only 
fair that the person who is required to bear the tax In instances of the first 
type is put on par in the determination of the quantum on which tax is payable, 
'therefore, it may be clarified, that the quantum of profit taxable under Section 
45(2) would be the market value on the date specified less cost on average basis 
in the light of the recent. Supreme Court Judgement In the case of Dalmla 
Cement C'o. It is preferable that the manner in which cost is to be ascertained 
is clearly laid down in the Act itself. 

5.5 It is submitted, in any case, there is a need for consequential amendment 
in Section 2(22), according to which when capitalised profits are distributed on 
liquidation they are taxed us dividends. When bonus shares arc being brought 
to ta.\, it Is only fair that such sums should be excluded specifically from the 
operation of Section 2(22), 

5.8 The proposed change is of fundamental nature and therefore my Council 
submits that retrospective effect should not be given to it and only issue of 
bonus shares subsnuent tn 120th February 19R4 should come up for consideration. 

6. Clause 13—Determination of value of capital assets. 

(1.1 The provision vesting authority in the hands of the Income-tax Officers to 
determine the fair market value of assets m the manner proposed is likely to 
result la a great deal of hardship in its practical application. The object in 
introducing this provision Is clearly to bring to tax profits earned on transter, 

the full value of which does not get recorded in the documents. My Council is 

one with the Finance Minister that, in proved instances of this type of transactions, 

them should he stringent measures to deal with the situation. But it is submitted 

that the grant of a general power of the type envisaged might lend to substantial 
difficulties even in cases of genuine transfers. This method of cutting short 
enquiries and fixing arbitrary standards may not ultimately helo In reaching 
finality. In natters of assessment, for every single instance of value quoted by 
the Department, the assgssee may be able to. quote instances by the score to 
support his case, with the result that the Department would find it difficult to 
sustain its action before the appellate authorities when the matters go up before 
them. Therefore, the feasibility of modifying the Section in such way that the 
powers arc involved only for estimating the sale price in instances where the 
authorities are satisfied that the transactions at the declared value had been 
made only with a view to avoiding or reducing tax liability should be explored. 
Such a provision would be In consonance with the existing provision which grants 
discretionary powers while dealing with transactions between parties who are 
connected with one another. 

7. Clause lfl.—U nexplained money, etc. 

7.1. This provision is bound to entail a great deal of hardship on the assessees, 
as it would not be possible to satisfy the requirements of the Department in the 
shape of verifiable proof in every case. It would be difficult for any one to 
prove from the books of accounts or other records (he sources of acauisition 
of such assets, as such records may never have been maintained at all. To give 
an example, in the case of family heirlooms, it is difficult to visualise most of 
the assessees being able to orove their source, unless the Department takes a 
very reasonable view, considering the circumstances of each case. Tn matters 
like this, it is submitted that all that could be insisted upon would he explana¬ 
tions which have a high decree of probability, and not evidence which would 
satisfy all tests and qualify itself as cent per cent proof in support of the con¬ 
tentions of the assessees. Necessary executive instructions may therefore be 
issued in this regard. 

8. Clause 2:i.—S ection 104 Companies. 

8 1 My Council is of the view that the existing benefit in respect of companies 
whose activities are of manufacturing tvpe at least in part should be continued 
and the proposed change confining the benefits only to Indian companies whose 
business consists wholly in the manufacture etc., should suitably be modified. 

9. Clause 2G—Reduction op minimum distribution of dividends. 

9.1 T’ris provision is most welcome. However, in the practical working of it 
it has U be ensured that applications under the proposed Section 107A are dealt 
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with expeditiously to enable companies to comply with the requirements of 
Section 210 of the Companies Act. 

10. Clause 27— Amendment of Section 109. 

10.1 The clause seems to cal! f or a drafting change. The clause proposes to 
omit sub-clause (2) in Clause (iii) of Section 109, which would mean that no 
statutory percentage will be prescribed in the case of a company whose business 
consists wholly in the manufacture or processing of goods. However, in expla¬ 
nation 2 of Section 2(10), reference to clause (2> of sub-section (ni) of Section 
100 continues. Theiefore, in effect, the proposed change in Section 103 makes 
the explanation of Section 2(18) meaningless. It also has the ellect of increasing 
the rate of tax, because such companies would now no longer fall under the 
definition of “companies in which the public are substantially interested”. It 
is submitted that the defect in the drafting could be removed by retaining clause 
(2) of Section 109 (iii) and changing the figure “45 per cent" to “nil”. 

]]. Clause 33—SecN icer rno visions. 

i 1.1 It. is submitted that the removal of the secrecy provisions is not a step 
in IJie right direction, as it would only involve opening of a flood gate o F enquiries 
and growth of professional informers, which would add to the difficulties of the 
administration. My Council is one with the Government in that there should 
he free exchange of information between the various department i.f the Govern¬ 
ment so that tax evaders are brought to book. But the changes made with regard 
to the secrecy provisions in the Act. of 1961 are wide enough and it is too early 
to effect any lurther drastic changes. My Council submits that the proposed 
changes are' likely to seriously disturh the confidence of foreign investors who 
arc not accustomed to lack of secrecy in tax matters. This aspect of the issue is 
of utmost importance in the present economic context. In any case, officers of 
the rank below that of the Commissioner o' Income-tax, should not bo authorised 
to provide any information to outsiders. In addition, Oniv infoimation with 
regard to the quantum of tax should be disclosed and in the administration of 
the provision, it should be ensured that the assessees are enabled to maintain 
their trade secrets. 

11.2. Apart from the above, the manner in which the Act is sought to be 
amended discloses an anomalous position. After the proposed omission of 
Section 137 and. in particular. Section 280. all the taxing authorities will have 
power to disclose particulars to anybod 3 r , -while the powers in this respect of 
the Commissioner of Income-tax are restricted by proposed amendment to 
Section 138. This position needs to be rectified. 

12. Clause 34 —Self assessment. 

12.1. It is submitted that the proposed scheme is not likely to be an improve¬ 
ment on the scheme of provisional assessments already obtaining under the Act. 
It w'ould add to costs of representation in tax matters as even assessees having 
income other than business will have to seek professional help for complying 
with the requirement of Self-assessment, While the aim of the scheme is to 
secure collection of tax earlier than normal period now existing, it is doubtful 
whether the intended result could be immediately achieved. 

12.2. It is submitted that, in a large number of cases, the assessees would 
rcauire help in the matter of calculating the tax due on the quantum of return, 
the composition of which may be quite varied in nature. Apart from difficulties 
in calculation, the assessees have also to collect challans for effecting payments. 
Unless requests of the assessees in resuect of these two matters are attended to 
speedily, collection of tax would be delayed. The delay might well go beyond 
the thirty days within which the assessees are required to pay the tax. There¬ 
fore, it is submitted that, apart from securing prompt attention being paid to the 
requests of the assessee, in calculating the period of thirty days the time taken 
for the issue of the Department’s reply to the assessee’s queries on the quantum 
of tax due on the basis of the returns filed as well as issue of challans should be 
excluded. 

12.3. This clause provides for the assessee paying tax within thirty days of 
his filing the return of income. Thus the starting point of his liability is the 
date on which he files his return under Section 139. Now, under Section 139 ( 1 ). 
an assessee is required to submit the return within six months of the close of the 
financial year or 30th June, whichever is later, while sub-section (2) gives the 
Income-tax Officer discretionary power to call for submission of return within 
30 days of his notice. To avoid hardship, it is necessarv lo provide against th* 
tendenev likely to arise now for resorting -'ndiscriminatelv to Section J3fli 
with a view To speeding un collection of tax. Necessarv executive instruction - 
need to be issued in this regard. 



86 


THE GAZETTE OF INDIA EXTRAORDINARY 


[Part III— 


1 2.4. To secure uniformity in approach as well as avoidance of delays, the 
possibility of establishing a special cell in each Commissioner’s charge, manned 
by experienced officers, who would be instructed strictly lo avoid interpreting 
the contents of the return but to merely calculate the tax on the basis of such 
returns and issue challuns, would be a move in the right direction. The feasibility 
of issuing challans along with the return itself may also be considered, 

12.5. A matter which must gain immediate attention is to see that the casting 
of the additional responsibility on the assessee docs not lead to delays In com¬ 
pletion of final assessment, as the incentive for completing them is likely to be 
less where the due amount of revenue gets collected on the basis of self-assess¬ 
ments by assessces, Therefore, though we are doubtful whether, in the light of 
the existing law relating to provisional assessments, there is need at all for the 
new provisions, my Council submits that its success, in any case, would depend 
upon the degree of promptitude on the part of the Department in attending to 
the queries from the tax-payers. 

13. Clause 40— Onus of proof and Penalty. 

13.1. My Council submits that the changes proposed arc too far reaching and 
quite revolutionary in character. The omission of the word “deliberately” 
would rope in assessees for penul action even in instances where in accurate 
particulars had been given inadvertently. It is, therefore, submitted that the 
woid “deliberately" may be retained in "the Section. 

13,2 The introduction of the suggested explanation would add greatly to the 
difficulties of assessees. There can be several contigencies in which differences 
of opinion between tax-payers and the Department can arise, and penalise the 
assessees merely because there happens to be more than a 10 per cent difference 
between the income returned and the income assessed would be most arbitrary. 
The provision would seem to cover even estimated assessments, It would add 
greatly to the difficulties of assessees and it is therefore submitted that the 
proposal to introduce this explanation may be dropped and the burden of proof 
in such matters should continue to be with the Department as at present. 

14. Clause 44— Annuity Deposits. 

14.1 The Implementation of the scheme of Annuity Deposits, which is aimed 
at Increasing savings, Is beset with Innumerable administrative problems. It 
would entail the maintenance of detailed records by both the Departments and 
the depositors. The scheme envisages the determination by the Income-tax 
Ofliccr of the quantum on the basis of the latest completed assessment year and 
the fixing of the instalments. Unless the determination of the quantum occurs 
sufficiently early during the year in which deposits are to be made, the number 
of instalments in which the payments could be made gets necessarily reduced. 
This aspect of the problem is an important one. 

14.2 It also needs to be clarified whether when it comes to repayment, the 
characteristic content of the deposit returned should be taken into account or 
not. Unless this is done, it would lead to items of income subjected to income- 
tax at preferential rates during the year of deposit being taxed at the higher 
rates at the time when deposits are- ffieing returned. To give one example, 
capital gains are taxed at a preferential rate compared to the rates of tax on 
other types of income. Capital Gains also form part of total Income for the 
purpose of calculating Annuity Deposit and if the return of deposit is to be treated 
as taxable income along with other items of the income of the year irrespective 
of its composition, the preferential treatment granted at the initial stage gets 
lost completely. If the fact that by and large capital gains arise out of 
transactions which are not of frequent occuranee and are quite often engaged 
for the purpose of liquidating debts and meeting commitments, including pay¬ 
ments of tax, is taken into account the hardship involved would be more clear. 

14.3 Continuance of the preferential treatment even at the time of repayment 
would be a result difficult to achieve and would involve quite a series of detailed 
calculations. Therefore, it is submitted that the possibility of excluding capital 
gains from the total income altogether may be explored. If, however, this does 
not find favour, detailed instructions may be immediately issued to obtain the 
continuance of the preferential rate of tax even at the time of return of the 
deposit. 

14.4 Another aspect of this scheme which has a bearing on the volume of 
work involved is the indefinite nature of a finality regarding the quantum of 
deposit to be made, as it depends upon the total income of an assessee which 
itself gets modified in appeals, revisions and references. Stay in the collection 
of depositi in instances of dispute before appellate and revisionary authorities 



Sec. 4 j 


THE CAZETTE OF INDIA EXTRAORDINARY 


8 7 


till a finality is reached with regard to the total income would be a step in the 
right direction. Issue of Instructions on these lines may be considered. 

14.5 Difficulties may arise for the advance payment of annuity in instances 
where assessees have already paid the last instalment ot advance tax on the 
Ist/15th March 1964 in respect of the assessment year 1164-65. Instructions 
need to be issued that In suen cases the excess oi income tax and super tax paid 
by way of advance tax should be udjusLed against the annuity deposit and the 
assessee should be allowed to make good the balance of the annuity deposit in 
case of a shortfall on completion of his assessment for the assessment year 1964- 
H5 or by 1st March 1965, whichever is earlier. 

14,6. The Annuity Deposit being a deduction from the total income, it requires 
to be clarified as to how rebate on the partner’s share in the Lax in a registered 
firm is to be calculated. For example, if a partner of a registered firm "has an 
income of Rs, 40,000 and his share of tax in the registered firm is Rs. 4,000, his 
tax liability can be worked out in the following two alternate ways: — 


(a) Total income Rs. 40,000 

Less Annuity deposit 3,000 

Taxable Income 37,000 

Income-tax and Super Tax on Rs. 37,000 A 

Less Rebate on share of tax in Registered Firm 4,000 x A 

37,000 

fb) Total income 40,000 

Less Annuity deposit 3,000 

Income-tax and Super Tax on Rs. 37,000 A , 


Less Rebate on share of tax in Registered Firm (37x4,000) ;<A 

40 


37,000 

It would he unfair if the Department adopted the method (b) as this would be 
an additional burden on the partners of a registered firm. 

14.7. Administrative complications are likely to arise in taxing the repay¬ 
ment of the annuities in the first year of repayment in instances where the 
individual’s original assessments are not final and conclusive. In such instances, 
the total amount of annuity due to be deposited cannot be ascertained and, 
therefore, the amount added to the following year’s income as a first instalment 
of repayment will also remain indeterminate. 

14.8. Difficulties which would be faced by a large number of assessees who 

have already taken up policies of insurance and/or have been contributing 
substantially to Provident Funds have to be taken into consideration in this 

context. The total amount of savings that assessees, especially those in the 

salaried class, can make during the course of a year out of their total income 

is necessarily limited. Therefore, a compulsion with regard to savings in the 

form of Annuity Deposits is likely to result in a reduction in the quantum of 
savings sought to be encouraged by the provisions of Section 87 of the Act. 
To that extent, even the welcome concession of a rebate even for Super Tax 
is not likely to serve as an incentive and add to voluntary savings. 

14.9. A concrete suggestion which my Council would like to make in this 
behalf is that the savings effected in the form of life insurance premia paymeni- 
and contributions to Provident Funds mav be allowed to be deducted from the 
total amount of Annuity Deposit under Section 44 of the Act if an assessee 
chooses to do so. 

14.10. Another suggestion which my Council desires to make is that every 
assessee may be granted an option to postpone withdrawal of the sums deposited 
by him for’ periods even exceeding 10 years, Such a procedure would help in 
providing a kind of retirement benefit to assessees in general. In particular, it 
would be of help to the self-employed group of assessees who do not gain any 
deduction from their total income at present of sums set apart for retirement 
benefits. In addition, the rights provided in Section 280(u) may he extended 
to all types of economic pursuits. Loss of revenue resulting from these measures 
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is not likely to be very substantial. In addition, while this would be an effective 
disinflationary measure, it would also ensure Government deriving the advantage 
of using the sums deposited for a longer period of time. 

14.11. For avoiding the necessity of maintaining records both by the Depart¬ 
ment and the assessee, the feasibility of such savings being invested in existing 
securities, certificates or deposits of the Central Government may be considered. 

15, Dividend Tax. 

15.1. Part II of the First Schedule in paragraph A proposes levy of a tax 
at the rate of 7 ■ 5 per cent in the case of existing companies which have declared 
or distributed to their shareholders during a previous year any dividend other 
than dividends on preference shares. It needs to be made clear whether both 
the declaration and the actual distribution date are to be taken into account. 
The position could be clarified by the following example, Suppose a Company 
which closes its accounts on the 31st of December every year, declares a divi¬ 
dend in the last week of December 1962 and distributes it in the first week of 
January 1963. Is this to be taxed at 7J per cent in the assessment year 1963-64 
or 1964-65? Use of both the terms ‘‘declaration 1 ’ and ‘‘distribution’’ would give 
rise to considerable controversy if both are to be taken into account. There¬ 
fore, it is submitted that the Department should go by the declaration date to 
avoid confusion in the future. 

15.2. Another aspect of this tax which leads to considerable hardship arises 
from its retrospective effect. Companies wholly engaged in manufacturing, 
which, not being aware that they arc no longer required to distribute dividends 
compulsorily, would have distributed dividends to comply with the legal require¬ 
ments existing at that time. For having complied 'with the provisions of 
Section 104, they would now be subjected to an additional levy. This could not 
have been the intention. Therefore, it is submitted that this provision should 
not have retrospective effect, but should be applicable only in respect of divi¬ 
dends declared after 29th February 1964. 

16, Estate Duty. 

16.1. My Council submits that in effecting payments of Estate Duty in the 
light of the new provisions, it might entail sale of assets leading to the accrual 
of capital gains. It would Indeed be a great hardship if the assessee is to be 
subjected to a levy of capital gains tax in such a situation. To avoid hardship, 
my Council submits that provision should be made to enable the transfer of 
assets to the Department as a payment in specie and that such surrender^ to 
the Department for tax are not considered as “transfers" for purposes of levying 
Capital Gains Tax. In addition, it is submitted that the full amount of probate 
duty should be allowed as a deduction, as was the procedure obtaining prior to 
1961. 

17, Expenditure Tax. 

17.1. In view of the far reaching changes proposed to be made in regard, 
to Expenditure Tax, it is submitted that expenditure incurred prior to 1st April 
1964 should not be subiect to this impost. In addition, it is submitted that extra 
allowance in respect of a married man and a man with dependents as opposed 
to single individuals should be made available. My Council also submits that 
the proposal to tax expenditure out of entertainment allowances not subject to 
income-tax, is illogical, when such expenditure is allowed for income-tax pur¬ 
poses as expenditure incurred wholly and exclusively for purpose of the 
business. 

17 2 Attention is drawn to a drafting defect in respect of the Bill. The 
Finance Minister had indiented that the Act has been redrafted so as to attract 
expenditure tax on all expenditure above Rs. 36,000 per annum, no matter from 
which sources the money or expenditure came. However, the charging section 
ol' the Act has not b°en amended with the result that a levy of tax on expen¬ 
diture exceeding Rs. 36,000 continues to he possible only where the income alter 
tax exceeded Rs. 36,000. 


13. Surtax Bit.t . 

18.1. Tire Bill contains provisions regarding provisional assessment indcritical 
to those which existed in the Suner Profits Tax Act. The wording of this parti¬ 
cular clause is ambiguous and because of this, the Department has been com- 
pleting provisional assessments almost unilaterally without giving any weight to 
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the assessee’s contentions. There is also a tendency on the part of the officers 
to delay completion of assessment. It is, therefore, suggested that provisional 
assessments for surtax may also be made on the basis of the income returned 
by the assessee as in the case of income-tax asseesment. 

18.2. Divided tax payable by a company is not a deduction for arriving at the 
chargeable profits for Surtax purposes. This would mean company paying surtax, 
on the dividend tax paid by it. This position needs to be remedied. 

18.3. Another difficulty is with regard to the nature of the loans included in 
the capital base. The Bill provides for inclusion of only loans repayable over 
a period of more than 10 years. It is our experience that such loans are extremely 
rare. Therefore, it is submitted that all bank loans irrespective of the period 
involved should be included in capital. 

18.4. All reserves appearing on the face of the Balance Sheet created out of 
profits or sale of assets are to be included, excluding any reserves created on 
revaluation of assets. My Council submits that the reduction of other reserves 
“by the amount credited to such reserves as have been allowed in computing 
profits for the purposes of the Indian Income-tax Act 1922 or the Income-tax Act 
1961" is unnecessarily restrictive. After all, reserves appearing on the face of 
the Balance Sheet (excluding reserves created on revaluation of fixed assets! 
are actually employed in the business, irrespective of the fact whether the same 
have been allowed or not in computing profits for the nurposes of the Indian 
Income-tax Act 1922 or the Income-tax Act. 1961. 

18.5. Explanation to Rule 1 of the Second Schedule to the Surtax Bill states 
that under item 8, proposed additions to reserves under the heading “Reserves Si 
Surplus" in Parti I of the Sixth Schedule to the Companies Act should not be 
included in capital. The explanation is quite ambiguous and requires clarifica¬ 
tion. This provision would appear to have the effect of not including in the 
capital of the following year additions to the reserves for the previous year. As 
an example, take the case of a company whose year ends on 31st December 1983 
in which it transfers a sum to General Reserves. It would appear that such a 
sum would not be inculdablc in the capital for surtax purposes in respect of 
surtax for the year commencing on 1st January 1964, This is clearly an inequit¬ 
able result and needs to be remedied. 

18.6. The provisions of clause 2 of explanation 2 state that the amounts stand¬ 
ing to the credit of the share premium account which is received in each should 
form part of the paid up share capital This is too restrictive a provision. In 
instances of amalgamation or of foreign collaboration with existing units which 
have been making substantial profits continuously, consideration is often paid 
in the shape of credits to premium account in addition to shares allotted, and 
not necessarily in cash. It is not clear from the provision as it. stands now 
whether share premia on shares issued against import of plant and machinery 
against outstanding loans can be included under this definition. After all, trans¬ 
actions of this type, are effected after gaining prior governmental approval. 
Therefore, it is submitted that it should Ire clarified that amounts credited to the 
share premium account for any valuable consideration previously approved by 
the Government would also be treated as paid-up capital. 


Appendix ‘M’ 

(Reference Section VIII E ol the Report) 

ACCOUNTING AND AUDITING PRACTICES STATEMENT ISSUED BY 
RESEARCH COMMITTEE OF THE INSTITUTE 

Statement No. 1/63—September, 1963. 

For the Guidance of Members in Future 

Recommendation as to the best practice of presentation of information in 
cases of non-provision for taxation in spite of profits having been made in a year 
because of past losses, 

Recently, a few cases have come to the notice of the Research Committee in 
which certain companies, despite profits having been made by them in a particu¬ 
lar year, have neither made any provision for income-tax, nor have disclosed the 
reasons, by way of a note on their published accounts as to why the provision 
had not been made. 
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Provision Tor tax is a charge against the profits of the year and according to 
paragraph 3(vi) of Part II of Schedule VI, the Profit & Loss Account is required 
lo set out “the amount of charge for Indian income-tax and other Indian taxa¬ 
tion on profits, including where practicable, with Indian income-tax any taxation 
imposed elsewhere to the extent of the relief, if any, from Indian Income-tax and 
distinguishing, where practicable, between mcome-tux and other taxation.” 

The Research Committee is of the view that according to the best standards 
of presentation of information, as well as, in the context of the requirement to 
present a ‘true and fair’ view of the profit for the year, it is desirable for every 
company, disclosing a credit balance in its Profit and Loss Account, wherein a 
provision for the liability on account of taxation has not been made, to state by 
way of a note the reasons as to why this has not bene done. 

Such a situation, generally, would arise on account of the existence of past 
unabsorbed losses and/or unabsorbed depreciation and/or development rebate. 
It would thus be a ease where an advantage is being taken in the year in ques¬ 
tion in respect of something which had happened in the past. In other words, the 
events of the .past would project themselves into the present Profit and Loss 
Accounts, making it unnecessary for the company to provide for taxation. Where 
such circumstances prevail, the Research Committee is of ihe view that a note 
on the accounts should be given on the following lines, subject lo such modifica¬ 
tions as may be necessary to suit the ciicumstances of each case: 

“Provision for tax on profits of the year would have been Rs. , 

but becuusc of past unabsorbed losses and/or depreciation and/or un&bsorbea 
development rebate it is not expected that the company will be called upon Lu 
pay any tax and therefore no provision in this respect has been mude in the 
accounts." 


Appendix ‘N-’ 

(Reference Section VIII E of the Report) 

(a) TREATMENT IN ACCOUNTS OF TAXATION AND PROPOSED DIVIDEND 

1. In a recent letter addressed to the President by the Ministry of Finance, 
Department of Revenue, Company Law Division, it was stated that there has 
been a tendency on the part of several companies not to debit the Profit and Loss 
Account with the amount of the provision for taxation as weii as the dividend 
oroposed by the Directors for the relevant year, Instead the whole amount of 
net. profits (before making provision for taxation and dividend/ is transferred to 
the credit of General Reserve with a note appended to the Balance Sheet and/or 
Profit and Loss Account stating the figure of the estimated tax liability in respect 
of the year’s profit and indicating that it would be payable out of the General 
Reserve as and when the assessment is made. It was also mentioned in the letter 
that a similar note is given in respect of the dividends recommended by the Board. 

2. It was mentioned in the same letter that it was possible to take the view 
that failure to make provision in the Profit and Loss Account for the tax liability 
mid dividend recommended by the Board would be in contravention of the 
requirements of Section 211 read with Schedule VI to the Companies Act, and 
the accounts which did not make such provisions would not represent a ‘true 
and fair' view of the state of affairs of the the company concerned. This view is 
held by thi' Company Law Division of the Ministry of Finance, but they have 
m fairness pointed out that a contrary view has also been urged in some quarters 
that the presentation of the annual accounts in the aforesaid manner did not 
contravene any of the provisions of the Companies Act, having regard to the fact 
That there can be no tax liability until the particular income-tax assessment is 
made; and with regard to dividend it would become a liability only after it has 
been declared in the Annual General Meeting. 

3. The Institute was requested to consider these views in the context of 
established principles of accountancy and commercial practice and to give suit¬ 
able directions to the members of the profession, The above matter was very 
••arcfully considered by the Research Committee at its meeting held on 29th 
November, 1963 and the views of the Committee are as under: 

(a) The Committee was in agreement with the view that provision for the 
anticipated tax on tho profits of the year should be made in the Accounts irres¬ 
pective of (the fact that the Finance Act for the succeeding assessment year may 
not have baen enacted. This view is based on the premise that taxes on Income 
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are something which, but for a possible variation in the rates, are with us for 
all time to come, and the mere fact that the Finance Act has not been enacted, 
should not except for the determination of the rates stand in the way' of a com¬ 
pany making a provision for the anticipated tax. 

lb) With regard to the matter of the non-provision of the proposed dividend, 
the correct position in the view of the Research Committee is that the proposed 
dividend does not represent a liability nor does it amount to a provision, pending 
the approval of the shareholders in General Meeting. Since the meeting to 
approve the Accounts would take place after the Balance Sheet date, there could 
not be any liability in respect of the proposed dividend on the date of the Balance 
Sheet, The Committee feels that merely because the form requires proposed 
dividend to be shown under “Current Liabilities and Provisions”, it does not 
mean that in fact the proposal for the dividend becomes a liability or is necessa¬ 
rily a provision. The Committee would draw attention to the forms of accounts 
laid down under the Insurance Act, 1£>38 and the Banking Companies Act, 1940, 
in both of which, it is not a requirement to show “proposed dividends” by either 
Insurance Companies or Banking Companies, and it cannot be contended that 
merely because “proposed dividend” Is not shown in the accounts, that the 
accounts of Insurance and Banking Companies do not disclose a ‘true and fair' view. 

tc) Since, however, the form of Balance Sheet prescribed in Part I of Schedule 
VI requires “proposed dividends” to be shown under ‘Provisions', and since para¬ 
graph 3(xiv) of Part II of the same Schedule requires the “proposed dividends” 
to be disclosed, the Committee feels that, though on correct accounting principles, 
ihe proposed dividend does not become a liability for reasons mentioned above, 
the attention of the shareholders would have to he drawn to the fact that no 
appropriation has been made for the proposed dividend. 

(d) It should be appreciated that an auditor can only recommend to his client 
the -best practice in accountancy, but cannot enforce his views on the client 
because the accounts are prepared by the client and placed before the auditor 
for his report. As members are aware, the auditor’s responsibility is to report 
on the accounts in terms of Section 227 of the Act and if the accounts do not 
show ‘true and fair’ view or do not give the information required by the Act. to 
be given in the manner required, it would be the dutv of the auditor to qualify 
his report and point out in what manner the accounts do not disclose a ‘true and 
fair’ view of the state of affairs ot the- company, or in what manner the required 
information has not been given. If the Directors insist that “proposed dividends” 
should not be disclosed or even take the view that the tax provision should not 
he made but the whole of the balance of profit should be taken to the “General 
Reserve”, the auditor’s duty would be to bring these matters to the attention of 
the shareholders by qualiying his report. 

(hi MAINTENANCE OF UNDULY HEAVY CASH BALANCES BY COMPANIES 

It has been brought to the notice of the Institute that during recent inspec¬ 
tions of books of accounts of some companies by the Registrars of Companies 
under sub-section (4) of Section 209 of the Companies Act, 1956, large cash 
balances had been maintained far in excess of their normal and current business 
needs. In spite of these large cash balances, it was noticed that further amounts 
were withdrawn from hanks for meeting comparatively smaller cash require¬ 
ments. While it cannot be argued that companies should not have adequate 
cash in hand, particularly at outlying places where banking facilities arc not 
available, the amount of cash held should have some relation to the current 
needs of the business, 

In certain cases it has been observed that the large amounts of cash drawn 
were utilised unauthoriscdly by persons incharge of the management of the 
companies concerned without the payments being recorded in the Cash Book. 
These instances came to the notice of the auditors when a surprise count of the 
cash was made and it was found that the balance shown in the Cash Book as 
“Cash on hand” was not in possession of the Company. 

It is, therefore, suggested that if during the course of the audit, it comes to 
the attention of the Auditor that the Company is in the practice of consistently 
maintaining an unduly large balance of cash on hand, he should moke a surprise 
verification to ascertain whether the actual cash on hand agrees with the balance 
as shown by the books. If the cash on hand is less than the balance as shown in 
the books, it would be his duty to draw the attention of the shareholders to this 
fact in the audit report. In any case, he should satisfy himself regarding the 
necessity for such large balances having regard to the normal working require¬ 
ments of the Company. 
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Appendix ‘O’ 

(Reference Section IX E of the Report) 


PRESIDENT 

THE INSTITUTE OF CHARTERED 
ACCOUNTANTS OF INDIA 


P.B. No. 208, 
Indraprastha Marg, 
New Delhi-1. 


IMPORTANT ANNOUNCEMENT 


22nd February 1964. 


Dear Member, 


Re; Forthcoming Elections to the Central and Regional Councils. 

I may invite your attention to the Institute’s Notification No. 54-EL(l)/7/t34 
dated 12th February 19G4 published in Part III Section 4 oi the Gazetter of India 
dated 22nd February 1964 and the Announcement in the Institute’s Journal for 
the month of March, 1964, regarding the dates of the forthcoming elections to the 
Central and Regional Councils. 


In order to enable the voters to know the names of the members standing for 
elections, a list of the candidates contesting the elections from various Regions 
will be sent to all voters by the Institute’s omeei as soon as the scrutiny of nomina¬ 
tions is finalised. 


Members’ attention is invited to Regulation 54A of the Chartered Accountants 
Regulations (copy enclosed), which provides for disciplinary action against 
members under certain circumstancs in connection with the conduct of elections. 

The Council feels that, in addition to the requirements under this Regulation, 
the candidates should refrain from all such practices as undermine honour and 
dignity of the profession. The Council therefore, solicits the support of members 
to help In conducting the elections in a spirit of dignity and decorum. 

It Is felt that the candidates could best bring to the attention of the voters 
their qualifications by taking active interest in professional activities like 
contributions through the journal of ihe Institute, participation in Seminars, 
meetings and discussions and through assistance in other activities of the Institute 
like promotion of research, rather than through direct or indirect canvassing, 


It has, therefore, been decided thut any attempt at canvassing through Issue 
of manifestoes, circulars, etc., should be considered as “misconduct” under the 
Chartered Accountants Act. rendering the members concerned liable for disciplinary 
action. The Council has issued a notification to that effect being Notification 
No. l-CA(34)/64 dated 22nd February 1964 (copy enclosed). 


The Council reiterates its earnest appeal to every member of the Institute to 
co-operate in Implementing this decision of the Council and to ensure that the 
forthcoming and the future elections to the Central and Regional Councils are 
conducted in a manner worthy of a learned profession, with all decorum and 
highest ethical standards. 

Yours sincerely, 

R. C. Cooper, 
President. 
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Enclosure I 

THE CHARTERED ACCOUNTANTS REGULATIONS 

1949 

Regulation 54A. “Disciplinary action against member in connection with ronduct 
'Of election, 

A member of the Institute shall be liable for disciplinary action by the Council 
if he adopts one or more of the following practices with regard to the election 
to the Council, namely: 

(1) Bribery, that is to say, any gift, offer or promise by candidate or by any 
other person with the connivance of a candidate, of any gratification to a person 
whomsoever, with the object, directly or indirectly of inducing— 

(a) a person to stand or not to stand as. or to withdraw from being 

a candidate at an election; or 

(b) an elector to vote or refrain from voting at an election or as a 

reward to— 

(i) a person for having so stood or not stood, or lor having withdrawn 

his candidature; or 

(ii) an elector for having.voted or refrained from voting. 

^■•vhnitilion : For the purpose of this clause the term “gratification” is not 
res'/, md to pecuniary gratifications or gratifications estimable in money, and it 
invhT,:.; all forms of entertainment and all forms of employment for reward; but 
it cues riot include the payment of any expenses bonafide incurred at, or for the 
purpose of any election. 

(2) Undue influence, that is to sa.y. any direct or indirect interference or 
attempt to interfere on the part of a candidate or of any other person with the 
connivance of the candidate with the free exercise of any electoral right: 

Providede that— 

A declaration of policy or a promise of a particular action, or the mere 
exercise of a legal right without Intent to interfere with an electoral right, shall 
nnr br deemed to be interference within the meaning of this clause. 

Hi) The publication by a candidate or by any other person with the connivance 
of the candidate, of any statement of fact which is false, and which he either 
believes to be false or does not believe to be true, in relation to the personal 
character or conduct of any candidate, or in relation to the candidature or with¬ 
drawal of any candidate, being a statement reasonably calculated to prejudice 
the prospects of that candidate’s election. 


Cl) The obtaining or procuring or abetting or attempting to obtain or procure 
by a candidate or by any other person with the connivance of a candidate, any 
assistance for the furtherance of the prospects of the candidate's election from 
an v person serving under the Government of India or the Government of any 
Sta’t* of her than the giving of vote by such person, if he is a member of the 
Trc-li'ute entitled to vote. 

C4A) The hiring or procuring, whether on payment or otherwise of a vehicle 
by a candidate or by any other person with the connivance of a candidate, for 
th n ccnceyance of electors. 

l-lBi The coilvassing for votes, or soliciting the vote of any elector or 
p.— ,ilading any elector not to vote for any particular candidate, or persuading 

any elector not to vote at the election, or exhibiting any notice or sign board 

(other than an official notice) relating to the election, by a candidate or by any 
otcer Person with the connivance of a candidate within a distance of 200 meters 
from a polling booth. 

(5) Any act specified in clauses (1) to (4B) above, when done by a member 

of the Institute who Is not a candidate or a member acting with the connivance 

of a candidate, 
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(G) The receipt of, or agreement to receive, any gratification whether as a 
motive or a reward— 

(a) by a member for standing or not standing, as, or withdrawing from 

being, a candidate; or 

(b) by any member whomsoever for himself or any other person for voting 
or refraining from voting, or for Inducing or attempting to induce any elector to 
vote or refrain from voting, or any candidate to withdraw his candidature. 

(7) Contravention or misuse of any of the provisions of this Chapter or making 
of any false statement knowing it to be false or without knowing it to be true 
while complying with any of the provisions of this Chapter.” 

Enclosure II 


New Delhi 
22nd February 1964, 

Notification 
(Chartered Accountants) 

No. I-64(34)/64.—In exercise of the powers conferred by clause (II) of Part II 
of the Second Schedule to the Chartered Accountants Act, 1949, the Council of 
the Institute of Chartered Accountants of India specifies that a member of the 
Institute shall be deemed to be guilty of misconduct, if, in connection with election 
to the Centra] and/or Regional Councils of the Institute, he is found to have 
taken part., directly or indirectly, either himself or through any other person, 
In any of the following activities:— 

1. issuing manifestoes or circulars: 

2. canvassing votes by visiting places of business or residence of the voters 

or in any other manner; and 

3. organising parties to entertain voters. 


C. Balakrishnan, 
Secretary. 



THEINSTmjTE OF CHARTERED ACCOUNTANTS OF INDIA, 

NEW DELHI 

Balance Sheet as at yt Alarch, 1964 


31 - 3-1963 

Rs. 


FUNDS AND LIABILITIES 


Rs. 


31-3-64 

Rs. 


31-3-1963 

Rs. 


PROPERTY AND ASSETS 


Rs. 


I. General Reserve Account 


I-',72,267 


19 , 06,055 


Balance as at 31 - 3-1963 
Add: (a) Grant from Government to¬ 
wards cost of Regional Build¬ 
ings transferred . . 3 , 41,821 

(b) Entrance Fees per Schedule 

“A” annexed . . . 1 , 68,584 


I. Fixed Assets 

18,00,947 Per Schedule ‘C’ annexed 


31 - 3-1963 

Rs. 


19,05,330 


1 , 25,199 

iS,97,466 

NIL 


(Excess of 
Income) 

( + ) S.59C' 


(+) 8,590 
19 , 06,056 


Less ; ( a ) Transfer to Rsesar- 
ch Fund 

(S) Excess of Exp¬ 
enditure over 
Income, per Income 
& Expenditure 
Account Annex 
ed. 


Rs. 

359 


24,481 


3,4Lf2i 

NIL 

3 , 41,821 


24,16460 


24,840 


23 , 91,620 


II. Grant from Government for Purchase of 
Regional Buildings 

Balance as at 31 - 3-1963 . 

Less Transfer to General Reserve 
Account .... 


341,821 

341,821 


II. Investtnents at cost 


12 , 69,819 Per Schedule‘D’ Annexed 
Face Value 
Market Value 

NIL Quoted . 

Unquoted 


Rs- 13,13,445 

Rs. 9 , 93 , 86 o 
■ Rs. 3,03,445 


13 , 12,573 


vo 

Vi 
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Rs. 


3*-v6* 

Rs. 


3 - 3-1963 FriNJS AtO LIABILITIES 
Rs. 

III. Research Fund 
('Part: invested per contra 1 
5 , 69,641 Balance as ar 31 - 3-1963 

- —. Add Transfer from General Reserve 

NIL Account • 

5 , 69,641 

IT. Education Account 

4 . 6 10 Balance as at 31 - 3-1963 
NIL. Add : Q ale of Income-Tax Seminar 

Report .... 

4.610 

--- r. Coaching Board Fund 

Balances as at 31 - 3-1963 
Rs. 75,000 (a) Amount all cated by the 

Council . . 75,000 

i, 50 ,:oo Rs. 75 ,ooo (T Grant from Guvernment . 75 ,cco 1 , 50 ,ccc 

VI. Medals Sc Prize? Fund 

27,124 Per Schedule ‘'B ,! Annexed . 37,399 


VIII. S. Vaidyematk Aiycr Memorial Fund 

12,922 Balance as at 31 - 3-1963 . . . 12,922 

Less : Transferred to separate Scc'ety 
under ihe above name, register 
ed durine the year under the 
Soc'c-ies Registration Act. . 12,022 NIL 


5 , 69,641 

359 

5 , 70 , 0 co 

4,610 

66 

- 4,676 


12,922 


--- so 

I 

PROPERTY .AND ASSETS 31 - 3-1963 ] 

Rs. 1 


III. Research Fund Incest),r.nts. a 1 Cost I 

5,49,913 Per Schedule T.’ annexed ..... 549 , 913 [i 

Fjce Value . . .Rs. 5 ,? 4 ,l 00 

Market Value . .Rs. 5 , 33,301 


/!'. .Medals, & Prizes, Fund Investsnents, at Cost 

25,004 Pei Schedule “F” Annexed . . 35,028 

face Value . . . Rs. 40,700 

Market Value. . . Rs. 31,526 



31-3-1963 

Rs. 


,S. I'lhduy:w otk Aiyar Memorial Fund 
Investment, at Cost 

12,03s Per last Balance Sheet . . . 12,038 

Less Transferred to Society as per cen¬ 
tra . 12,038 NIL 


VI. MivcUemcous Expenses for Implementation 
of Coaching Scheme 

8,306 Per last Balance Sheet . . . 8,306 

Less : Written off during the year . 4,469 3,837 

VII. Advance to students’ Association fer - 

Nil Purchase cf Library Books . . . 2,500 

VIII. Current Assets 

( 1 ) Stock of 

Rs. 22 . 4.59 (ai Publicalit us ni¬ 
cest .Rs. 35,214 

55,971 Rs. 33,512 Paper & Stationery 

-at cost . . 264 S 5 61,699 

( 2 ) Debtors (Unsecured! 

16,135 (a) Considered good 65,960 
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( 6 ) Considered doubt- 

17,431 Rs. 1,296 ful . . 1,296 

Less : 

Provision ag¬ 
ainst doubt¬ 
ful debt Rs. 1,296 nil 
( 3 ) Rs. 4,730 (a) Security and other 

deposits . 7,755 

( 6 ) Staff Security 

7,647 Rs. 2,917 deposit invest¬ 
ment at cost 3,442 
36498 ( 4 ) Advances and repayments 

21,023 ( 5 ) Interest accrued 
( 6 ) Cash and Bank 
Balances: 


11,197 

49477 

18,130 


3,790 (a) Cash & Stamps 

in hand Rs. 2,737 

(if) In current a/cs. 
with the Bank¬ 
ers Rs. 5 , 07 , 600 ' 5 , 10,337 

2 , 94,159 2 , 90,369 Including : - -- 

[a) Rs. 6421 & 

(i,) Rs. 3,033 res¬ 
pectively marked for 
(a) ‘Research & 
fb) ‘Medals & Prizes’ 

Funds'). 


7 , 16,600 


<o 

VI 
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vO 

00 


31-3-1963 FUNDS AND LIABILITIES 

Rs. 

31-3-1964 

Rs. Rs. 

31-3-1964 

Rs. 

PROPERTY AND ASSETS 

31-3-1964 
Rs. Rs. 

Lets : Tuition fee 

Instalments 

7,56,568 Rs. 4,99,323 77,988 recoverable Rs. 1,19,416 

2 , 9 t 7 2. Staff Security Deposit (Invested per 

contra)..... 

3 . Creditors: 

R s - 75,041 (a) For expenses Rs. 1,96,442 

1,35,510 Rs. 1,10,469 (6) Others Rs. 1,01,782 

5 , 85,195 

3,221 

2,98,224 12,36,662 




41,05,756 Total. 

45 , 25,781 

41,05,756 

Total. 

45 , 25 , 78 ! 


S. R. Sircar, C. BalakRishnan, Raghunath Rai, R- C. Cooper, 

Chief Accountant. Secretary Vice-President. President. 

New Delhi : 13th September, 1964. 


P. R. Mehra, MJL Venkataraman, 

Chartered Accountants. 
Auditors. 


Auditors’ Report 

We have audited the Balance Sheet as at 31st March, 1964 of the Institute of Chartered Accountants of India and also the annexed Income and Expenditure 
Account for the year ended on that date incorporating Assets and Liabilities of Coaching Board and audited accounts of the Regional Councils and report 
that : — 

1. We have obtained all the information and explanations which to the best of our knowledge and belief were necessary for the purpose of our audit. 

2. The Balance Sheet and the Income and Expenditure Account dealt with by the report are in agreement with the books of Accounts. 

3. In our opinion the accounts are maintained in conformity with the requirements of the Chartered Accountants Act, 1 949 - 

4- In our opinion and to the best of our information and according to the explanations given to us the statements with the schedules attached and annex- 
ures thereto, give a true and fair view :— 

(i) in the case of the B alan ce Sheet, of the State of affairs as on 31st March, 1964; and 
(ff) in the case of the Income and Expenditure Account of the income for the year ended on that date. 

P. R. Mehra, M, R. Venkataraman, 

Nfw Delhi: 14 th September, 1964. Chartered Accountants, 

Auditors. 
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THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA, NEW DELHI 
Amexure to Balance Sheet. 

Schedule ‘A’ 

Schedule of Entrance Fees as on 3 1st March, 1964. 


Ru. Rs, 

(а) FELLOWS: 

Received during the year 1st April, 1963 to 31st March, 1964 • 36,800 

(б) ASSOCIATES: 

(») Instalments due at on 31st March, 1963 . . . 7 6 >555 

(w) Recoverable during tho year ist April, 1963 to 31st March, 

1964.1,82,100 

2.58,655 

(ih) Less: Instalments due as on 31st March, 1964 1,26,871 1,31,784 

1,68,584 

S. R. Sircar, C. Balakrishnan, Raghunath Rai, R. C. Cooper, 


Chief Accountant. Secretary. Vice-President. President. 

P. R, Mehra, M. R. Vbnkataraman, 
Chartered Accountants 
Auditors. 

New Delhi ; 

Dated 13th Sep., 1964. 






the INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA- NEW DELHI. 

Annesure to Balance Sheet, 

Schedule ‘B’ 

Sc he d ule of Medal and Prizes Fund as on 31st Merck, 1964, 



2 3 


1 G. P, Kapadia(i st President) Medal 

Fund ..... 20,000 

2 Miss R. Sivabhogam Locket Fund . 5,000 

3 Sir ShapoorjiBillimoria Prize Fund 10,024 


S. R. SIRCAR, 

Chief Accountant. 

New Delhi, 

Dated : 13th Sep. 1964. 


C. Balakrishnan, Raghunath Rai, 
Secretary. Vice-President. 


1*378 

550 

21,928 

(Pre-paid) 

420 

420 

214,88 

1,04b 

212 

6,258 

• 

198 

65060 

W 

HM5I 


200 

10,251 

3*613 

38,637 


1*238 

37*399 


R. C. Cooper* 

President. 


P. R. Mbhra, 
Chartered 


M.R. Venkataraman, 

Accountants. 

Auditors. 






THE INSTITUTE OF CHARTERED ACCOUNTANTS of INDIA, NEStf DELHI 
Artnexure to Balance Sheet. 

Schedule ‘C’ 

Schedule of Fixed Assets as on 3lrf March, 1964. 





CO S T 




DEPRECIATION, 


Book Value 

S. Nature of Assets • 

No. 

1 2 

Upto 

31-3-63 

Rs. 

3 

Additions 

Rs. 

4 

Total 

Rs. 

5 

Lest 

Sold/ 

Dis¬ 

carded 

Rs. 

6 

Total 

upto 

31 - 3-64 

Rs. 

7 

Total 

upto 

31 - 3-64 

'Rs. 

S 

For 

the year 

Rs. 

9 

Total 

Rs. 

to 

Less 

on 

Assets 

sold/ 

discarded 

Rs. 

11 

Total 

upto 

31-3-64 

Rs. 

12 

31-3-64 

Rs. 

13 

1 Lease-Hold Land . 

2 Buildings at : 

(a) New Delhi (Cep- 

2,158 

• m 

2,158 

•• 

2,158 

■■ 





2,158 

tral Council) 

4,50,997 

7,798 

4,58,795 

, , 

4,58,795 

1 , 36,602 

7,997 

1,39,699 


1,39,599 

3 , 19,196 

( 0 ) Bombay (w.T.R. 

Council) . 

(c) Madras (S.r.Jt. 

3 , 80,875 

19,993 

4 , 00,867 


4 , 00,867 

9,522 

9,293 

18,815 


18,815 

3 , 82,052 

Council) , 

4,17,374 

84,313 

5 , 01,687 

, , 

5 , 01,687 


11,486 

ir ,486 


11,486 

4 , 90,201 

(a) Calcutta (E.I.R. 

Council) . 

3,77,126 

9,604 

3 , 86,730 

. . 

3 , 86,730 

26,855 

8,827 

35,682 


35,682 

3 , 51,048 

3 Electric Installations 

& Fittings 

58,415 


58,415 


58,415 

34,566 

2,385 

36,951 

. • 

36,951 

21,464 

4 Air Conditioning 

' Installations. 

5 Furniture , Fixtures 

and safe at : 

(a) New Delhi (Cen- 

1426,572 

• 

1 , 26,572 

• • 

1 , 26,572 

73H72 

■M 3 ° 

78,602 

•• 

78,602 

47,970 

tral Council) 

(b) Bombay (W.I.R. 

1 , 61 , 41 s 

3,896 

1 , 65,314 

223 

1 , 65,091 

60,573 

6,521 

67,094 

124 

66,970 

98,121 

Council) . 

7,843 

4,727 

12,570 

. . 

12,570 

4,034 

661 

4,695 


4,695 

7,875 

(e) Madras (S.LR- 

Council) . 

4,742 

15,254 

19,996 

*• 

19,996 

2,409 

902 

3,3H 


3,3H 

16,685 ] 
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I 

1 

3 

4 

5 6 

7 

8 

9 

10 

11 

12 

13 


(d) Calcutta (E.IJC 
Council) . 

24,156 

275 

24,431 

24431 

5^08 

1,834 

7,642 

• • 

7,642 

16,789 


0 ) U. P. (C.I.R. 
Council) . 

2*121 

• • 

[2,121 .. 

2,121 

592 

128 

720 

« • 

720 

1401 


(/) New Delhi (N.I.R, 
Council) . 

3411 

500 

3,911 

3,911 

881 

2*B 

1,158 

• ■ 

1459 

2,752 

6 

Offkt Equipment at : 

(a) New Delhi (Cen- 
tral Council). . 

57,907 

8,667 

66,574 482 

664392 

35,749 

4,686 

40435 

460 

39,975 

26,117 


(6) Bombay (iW.I JC 
Council) . , 

1,519 


1,519 

1,519 

1,132 

58 

1,190 

» a 

1,190 

329 


(c) Madras (S.I.R. 
Council) . 

2,111 

59 

2,170 

2,170 

463 

270 

733 

* • 

733 

1437 


(if) Calcutta (E.I.R. 
Council) . 

6,594 

« • 

6,594 

6,594 

3,517 

461 

3,978 

• » 

3,978 

2,616 


(e) U. P. (C.LR.) 
Council) . 

1,165 

• * 

1,165 

1,165 

842 

22 

864 

.. 

864 

301 


if) NewDeUii(RUC 
Council) . 

767 

203 

970 

970 

425 

56 

481 

• • 

481 

489 

7 

Library Books at: 

(a) New Delhi (Cen¬ 
tral Council) 

57,841 

6,754 

64,595 

64,595 

33>656 

5,513 

39,169 


39469 

25426 


(6) Do. 

(P. G. Course Li¬ 
brary Books) 

5,423 

2,896 

8,319 

8,319 

2,083 

939 

3,022 


3,022 

5497 


(c) Bombay (W.I.R. 
Council) . 

25,122 

8461 

33^83 

33,383 

16473 

2,598 

19,071 


I 94 > 7 i 

14,312 


(<f) Madias (S.I.R. 
Council) . 

8,629 

8,222 

16,851 

16,851 

5495 

926 

6421 

.. 

6421 

10430 


(e) Calcutta (E.I.R. 
Council) 

13,360 

7484 

20,644 

20,644 

7 , 5<>4 

1,180 

8,684 

„ 

8,684 

11,96c 


if) U. P. (C.I.R. 
Council) . 

10478 

2,713 

13,191 

i 349 i 

4 ,H 7 

980 

5,097 


5W 

8,094 


(j) New Delhi (N.LR. 
C ) . 

3,044 

744 

3,788 

3,788 

433 

750 

1,183 

r f 

1,183 

2,605 
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3 

Motor Car 

14,396 


14,396 

14,396 

6,872 

9 

Cost of Acquiring 
copyrights 

48,915 

2,100 

51,015 

51,015 

29,443 

10 

Cost of Instructional 
Materials 

69,875 

12,077 

81,952 

81,952 

49,9H 


23.44.354 2,06,339 25,50,693 705 25,49,988 5,48,229 


S. R. Sircar, C. Baiabrishnan, Raghwnath Rai, R. c. Cooper, 

Chief Accountant. Secretary. Vice-President. President. 

New Delhi ; 

Dated: 13 th'JSep., 1964. 


1,505 

r 8,377 

8,377 

6^119 

5,102 

34,545 

34,545 

16*470 

16,325 

66,236 

66*236 

15,716 

97,013 

6*15,242 5 g 4 

6*44,658 

19,05,330 


P. R. Mehra, 

At R. Venkataraman, 


Chartered Accountants 
Auditors. 
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THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA, NEW DELHI. 

Armexttre to Balance Sheet. 

Schedule ‘D’ 


Schedule of Investments as on 31 it March, 1964. 


SI. 

No. 

Particulars 






Cost 

Face 

Value 

Market 

Value 

Interest 

accrued 

Total 

(Cols. 3 & 6) 

I 

2 






3 

4 

5 

6 

7 


Central Council 











I 

4% Ten Year Treasurv Savings Deposit Certificates 




. 


50,000 

50^00 


1,639 

51,639 

2 

12 Year National Defence Certificates 






1,00,000 

1,00,000 

* , 


1,00^)00 

3 

3% 1 st Development Loan, 1970—75 






46,625 

50,000 

45 >i 25 

692 

47,317 

4 

4l°o Madras State Development Loan, 1970 



, 



1,01,200 

1,00,000 

98,700 

1/303 

1,02,203 

5 

4 l% Maharashtra State Development Lein, 1969 






50,150 

50,000 

49,350 

88 

50-238 

6 

4i% Maharashtra State Development Loan, 1970 






1,02,610 

I/X ),000 

98,750 

908 

1,03,518 

7 

4 1 % Mysore State Development Loan, 1969 



, 



50,100 

50,000 

49/150 

88 

50,188 

8 

4 i% Orissa State Development Loan, 1970 



, 



1,01,100 

1,00,000 

98,400 

1,003 

1 / 32,103 

9 

4% Madras Loan, 196S. 






49,425 

50/300 

49,325 

156 

49,581 

10 

3 months Short Term Deposit Receipt with State Bank of India, New Delhi 


r, oq,ooo 

I/X 3 /DOO 


58 

1 / 30/358 


Coaching Board 











II 

4 h°/o Bombav State Development Loan, 1969 






84,867 

85/300 

84,150 

158 

85,025 

12 

4% Madras Loan, 1968. 






24,525 

25,000 

24,662 

79 

24,604 

13 

4% Loan, 1973. 






50,208 

50,000 

49,575 

767 

50,975 

14 

4% West Bengal Loan, 1971 . 






254138 

25,000 

24437 

III 

25,149 

15 

P. O. 12 Year National Plan Saving Certificates 






40,000 

40,000 

, . 

6,400 

46,400 

16 

West Bengal Loan, 1969 . 






24,938 

25,000 

24,587 

86 

25/324 

17 

3 1 % National Plan Bonds, 2nd Series, 1965 






1,00/330 

1,00,000 

99,650 

875 

1 / 30,905 

18 

°r, Maharashtra State Development Loan, 1972 






50,000 

50,000 

49,625 

157 

56 A 57 

19 

4} % Maharashtra State Development, 1974 






25,000 

25,000 

24,812 

IOO 

25^100 

20 

4!% U. P. Development Loan, 1974 






24,462 

25,000 

24,812 

IOO 

24,562 

21 

4% Madras Loan, 1968 ..... 






98,850 

1,00,000 

98,650 

302 

99,152 


Western India Regional Council 










22 

Fixed Deposit wrtji Central Bank of India Ltd. . 


• 

- 

• 


13,445 

13,445 



13,445 


Total . 



- 

• 

■ 

13,12,573 

13,13,445 


14,770 

I 3 > 27,343 


S. R. Sircah, C. Balaxrishnan, Raghtjnath Rai, R. C. Cooper, P. R. Mehra, M. R. Vsnrataraman, 

Chief Accountant. Secretary. Vice-President. President. Chartered Accountants 

New Delhi; Auditors 

Dated : 131^ Sep., 1964. 
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THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA, NEW DELHI. 

Annexure to Balance Sheet. 

Schedule c ‘E” 

Schedule of Research Fund Investments as on 3 1st March, 1964. 


Serial 

Particulars 

Cost 

Face Value Market 

Interest 

The] 

No. 




Value 

accrued 

(Cols. 3 & 
6) 

Rs. 



Rs. 

Re. 

Rs. 

Rs. 

I 

2 

3 

4 

5 

6 

7 

I 

3 % Funding Loan, 1966-68 

99,380 

98,900 

1,96,823 

1,483 

1,00,863 

2 

2 - 3 / 4 % Loan, 1976 

2,47,260 

2,85,200 

2,38,142 

327 

2,47,587 

3 

4% Loan, 1972 . 

701 

700 

694 

5 

706 

4 

3-1/2% N.P. Bonds (3rd Ser- 







ies) 1967 

39,089 

40,000 

39 , 66 o 

292 

39 , 38 l 

5 

4-1/4% Maharashtra State 

35,945 

35,000 

34,545 

661 

I, 36 ,on 


Development Loan, 1969 





IS 

4-1/4% West Bengal Loan, 

1 , 27,538 






1970 .... 

1,25,090 

1,23437 

GI35 

1,28,673 


Total .... 

5 , 49 , 9 i 3 

5,84,800 

5 , 33,301 

3,308 

5 , 53,221 


S.R. Sircar, C. Balakrishnan, Raghunath Rai, R.C. Cooper, 
'Chief Accountant. Secretary. Vice-President. President. 
Netv Delhi, 13th September, 1964 


P. R. Mehra, 

M.R. Vhnrataraman, 
Chartered Accountants 
Audit ors- 


THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA, NEW DELHI. 


Annexure to Balance Sheet. 


Schedule “F” 


Schedule of Medals and Prizes Fund Investments as on 31 st March, 1964. 


Serial Names of the Funds 

Particulars Cost 

Face 

Market 

Interest 

Total 

No. 


Value 

Value 

accrued 

(Cols. 4 






& 7) 


Rs. 

Rs. 

Rs, 

Rs. 

Rs. 

T 2 

3 4 

5 

6 

7 

8 

1 G.P. Kapadia (ist Presi¬ 

2-3/4 % Loan 20,000 

20,000 

16,700 

23 

20,023 

dent) Medal Fund. 

1976 



2 Mias. R. Sivabhogam 

4-1/4% Ma- 5,004 

5,000 

4,935 

9 

5,013 

Locket Fund. 

harashlra 

State. Dev. 

Loan 1959 





3 Sir Shapoorji Billimoria 

3%Cottver- 10,024 

15^700 

9,891 

20 

10,044 

Prize Fund. 

sion Loan 

1946-86. 





Total 

35,028 

40,700 

31,526 

52 

35 ,° 8 o 


S. R. Sircar, C. Balakrishnan, Raghunath Rai, 
Chief Accountant. Secretary, Vice-President. 
New Delhi, 13th September, 1964. 


R. C. Cooper, P. R. Mehra, 

M.R. Venrataraman, 
President. Chartered Accountants, 
Auditors. 
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THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA, NEW DELHI. 

Annescse to Balancb Sheet 


Income and Expenditure Account for the year ended 3 m March, 1964. 


1962-63 


EXPENDITURE 

1963-64 

1962-63 


INCOME 


1963-64 

Rs. 

Rs. 


Rs- 

Rs. Rs. 

Rs. 


Rs. 

Rs. 



To General Establishment: 




By Fees from Members : 




1 , 58,553 

7,050 

4,762 

376 

To (a) Salaries and Allowances 2,01 >236 
(6) Contribution to Provi- 7,744 

dent Fund 

(c) Medical Aid to Staff . 4,621 

(d) Travel concession to 2,219 

CtafF 

2,15,820 

99,848 

1 , 54,795 

2 , 54,643 

27,155 

2,27,488 

By (a) Associates :' 

(6) Follows : 

Less : 

Allocated towards . Subscrip¬ 
tion for Journal 

14x9,704 

1,68,656 

2,78,360 






29,750 


43,208 


To Printing & Stationery 


63,469 


Certificate of Practice Fee : 

248,610 


36,264 

32,680 

3,584 

To Postage and Telegrams . 

To Telephones and Trunk Galls 

50,200 

4,156 

54,356 

14x4,300 

55,188(a) Associates 62,160 
49,112 (b) Fellows 53,396 

1 , 15,556 




To Travelling Expenses 


3,32,389 

601 Restoration fees & Arrears . 

I 4>53 

3 , 65,219 

31,747 

29,417 

2,330 

(a) Council Members 

(b) Staff 

47,212 

4=637 

Ji ,849 

30,636 By Regional Council Fees 

36,912 


185874 


To General Charges 

To Building and other ex¬ 
penses 

(a) Electricity, Rates & 

Taxes 


23,809 

r 30,638 

Nil. 

Less : Transferred to Bran¬ 
ches of Regional Councils 
(Note 2) 

2,222 

34,690 


14,329 

18,428 

49,970 

44,010 

5,960 

By Registration Fee ; 

(а) ArtUJed Clerks 

(б) Audit Clerks 

49,500 

8,760 

j 8,260 
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21,561 

7,232 

(6) Repair and Maintenance . 

23,827 

42,255 



To Regional Councils Buildings 
Maintenance and other 

Expenses 



10,853 

7:852 

135 

2,866 

(a) Western India 
(A) Southern India 
(Including Rs. 4,000/- 
being taxes for previous pe¬ 
riod). 

(c) Eastern India 

4,190 

12430 

4,399 

21,019 

3,500 

952 


To Audit Fee 

To Legal Charges 


;,ooo 

1,444 



To Disciplinary cases Expenses. 




20,905 

6,726 

1,056 

4,782 

108 

(а) Establishment 

(б) Travelling Expenses 
(c) Travelling Expenses 

Witnesses . 

(i) Counsels Fees 

(e) Disc. Cases Book : 

Code of Conduct etc. - 

(f) General Charges 

(g) Section 24 cases Expen¬ 

20,574 

15,095 

1,678 

6,511 

9,417 

302 


35,337 

1,760 

ses 

1,055 

54^32 
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1962-63 
Rs. Rs. 


EXPENDITURE 


1963-64 1962-63 

Rs. Rs. 


INCOME 


To Ad-hoc Committee (Jot 
enquiring into complaints 
of Unjustifiable re mental 
of Auditors Expenses : 

To Examination Expenses 


40,990 

' (Note 1) 

(a) Establishment 

41,683 

6,963 

(6) Printing & Stationery 

13/780 


(c) Printing ot Question 


3,457 

papers 

3,739 

11,260 

W Travelling expenses 

I3AI4 

1,191 

(ej T.A. to Prize Winners . 

788 

57,951 

(J) Remuneration to Exami¬ 
ners, Supdt.j Invigilators 
etc. 

83,955 

12^73 

(g) Arrangement for Exam, 

19,691 

2/318 

(. h ) Publicity 

1,393 

14,946 

(0 Freight and Misc. Ex- 

22,390 


2,00,133 


5,7io 

- p ■ ses - 

To Expenditure on Post 

Graduate Course in Manage¬ 
ment Accounting (inclu¬ 
ding Examination) 

7459 


To Election Expenses 

3,643 

541 

To Preliminary Expenses of 
the Publication of 50 years 

History of Accountancy 

Profession 


6,549 

To Deficit on Revision Course . 

I5A57 

21*011 

To Deficit on Journal expenses 

324)65 

27,863 

Per Statement No. II Annexed 

To Deficit on Research Ex- 



penses : ... 

11,368 

6,000 

To Per Statement No. Ill 
Annexed 

To Grants u> the Branches 



of Regional Councils 

(No. 2) 

6/000 

800 

To Grants to Students As so- 



aatiens 

601 
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2,500 


286 


59 ) 14 ° 

50,000 

30,000 

8,590 


To Seminar Symposium and 
Study Circle Expenses . 3,11 > 

To Expenses towards Asian 
and Pacific Accountants 
Conference . . . 2,012 

To Expenditure cm 4 th AU 
India Chartered Accoun¬ 
tants ( Madras ) Conference . 770 

To Contribution towards AU 
India (Madras) Students 
Conference : 1,000 

To Loss on Assets condemned , 41 

To Publicity for attracting 
better talents to the Profes¬ 
sion . . ... 18,429 

To Remuneration for Re-Codi- 
fication of Regulations and 
other vxrrk done on Publi¬ 
cations ... 8,300 

To Depreciation . 714124 

To Provision for doubtful debts 1)296 


To Provision for Publication 
Account 

To Provision for Regional 
Councils Libraries Account 
To S. Vaidyanath Aiyar 

Memorial lectures Expenses 718 

To Excess of Income over ex- . '■ 

penditicre tranferred to Ge¬ 
neral Fund 


7,50^85 Total . 9,16,481 7,50,185 Total . 9,16^481 

Notes 1. The Expenditure charged under the head “Examination Expenses ” does not include any charge in respect of the substantial amount 
of time which the Institute’s staff devotes to e xamination work or in respect of the use of the Institute’s premises. 


2. No account has been taken in these Accounts of the amounts spent (and of any balance lying unspent) by the six brandies of the 

Regional Councils, 60m out of these remittances. 1116 

3. This is the estimated amount, subject to fixation with the tenant. 

S. R. Sircar C. Balakrishnan Raghltmath rai R, C. Copper P. R. Mehra, M. R. Venxataraman 

Chief Accountant Secretary Vice President. Preside! Chartered Accountants. . 

Auditors. 

New Delhi : 

Dated: 13th September, 1964. 


I 
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THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA, NEW DELHI, 
j (Coaching Board) 

Astnexure to Balance Sheet Income and Expenditure for theyear ended 31st March, 1964. 


Statement No . I 


1962-63 

Rs. 

Rs, 

Expenditure 

Rs. 

1963-64 

Rs. 

1962-63 

Rs. 

Income 

Rs. 

1963-64 

Rs. 

88,305 

83,697 

2,963 

1,616 

29 

To General Establishment : 

„ Salaries & Allowances . 

„ Contribution to P. Fund 
,, Medical Aid to Saff 
„ Travel Con. to Staff 

1 , 05,353 

3,330 

1,946 

487 

1,11,116 

7,265 

2 , 99,659 

By Registration Fee . 

,, Tuition Fee 

„ Less : Amount written off as 
irrecoverable 

3,72,404 

6,652 

9,030 

3,65,752 

12,133 

36,128 


„ Printing & Stationery . 

3, Duplicating & Stenciling 

3, of Instructional Materials 

9,848 

39,294 

49,142 

2,925 

7 , 9 t» 

,, Revision Course Fee 
„ Special Revision Course Fee 

1,155 

1,542 

2,697 

45,543 

44,756 

787 

„ Postage & Telegrams. 

3, Telephones & Trunk Calls 

60,050 

336 

60,386 

4,950 

,j Tulition Fee forfeited . 


13*402 

7,025 

5,530 

1,02,145 

6,500 

1,900 

21,869 

3,526 

13,343 

„ Travelling Expenses . 

„ General Charges 

3, Remuneration to Part-time Tutors 
„ Taxes, Electricity, Depreciations & 
Common Charges 

3, Remuneration to Experts for pre¬ 
paring Revision Papers, 

,, Depreciation on Assets 
„ Cost of Printed Materials & Copy¬ 
rights written off. 

4,564 

21,427 

3,283 

7,280 

1,43,288 

6,500 

1,550 

25,991 

18,226 

1,652 

939 

,, Other Income 
„ Interest on Investments 
Miscellaneous 

Receipts ..... 
Profit on Sale of Suggested 

Answers 

, 21,889 

2*491 

589 

24,969 


„ Expenditure on Decentralisation of 2,845 

some of the Functions of Coach¬ 
ing Board. 

16,438 „ Preliminary Expenses Written off 4,469 


3*43,516 

Total 

4,15,850 3*43,516 

Total . . . 4,15,850 

S. R. Sircar, 

Chief Accountant. 

New Delhi 

Bated t 13 th Sept. 1964 

B. R. Malhotra, 

Director of Studies. 

V. B. Hakheakti, 
Chairman. 

P. R. Mehra, 

M. R. Vhirataraman, 

Chartered Accountants , 

Auditors. 




THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDrA, NEW DELHI. 

Annexure to Balance Sheet. 

Statement No. II. 


“Journal"—Income & Expenditure Account for the year ended 31st March, 1964 


1962-63 

Rs. 

Expenditure 

1963-64 

Rs. 

1962-63 

Rs. 

Income 

1963-64 

Rs. 

13,313 

To Establishment ... 

164222 

27 T 55 

By Allocation from Membership Fees towards Subs- 






cription for Journal ..... 

29,750 

23=923 

„ Paper .... 

31,463 

10,096 

„ Subscription for Journal ..... 

10,873 

20,235 

„ Printing & Binding .... 

24,041 

7,442 

,, Advertisement in Journal ..... 

8,763 

4,500 

„ Packing & Forwarding .... 

5,097 


,, Excess of Expenditure over income transferred to 


3,041 

,, Postage .... 

3,876 


Institute’s Income and Expenditure Account 

32,065 

692 

„ General Charges (including Stationery) 

749 

21*011 



65,704 

Total 

. 81,448 

65,704 

Total . 

81,448 


P. R. MehRA, 

M. R. Venkataraman, 

Chartered Accountants. 
Auditors. 

New Delhi; 

Dated : 131ft September, 1964. 


S. R. Sircar, 
Chief Accountant. 


C. Balakrishnan, 

Secretary. 


Raghunath Raj, 
Vice-President. 


R. C. Cooper, 
President. 


1 
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THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA, NEW DELHI. 


Armexure to Balance Sheet. 
Statement No. III. 


‘'Research'—Income & Expenditure Account for the year ended 31st March, 1964. 


1962-63 

Expenditure 

1963-64 

1962-63 

Income 

1963-64 

R 3 . 


Rs. 

Rs. 


Rs. 

21^5 

925 

2,557 

994 

2,817 

To Establishment ..... 

„ Cost of Shield and Plaques for the best presented 
accounts . , 

„ Travelling Expenses ..... 

„ Printing & Stationery .... 

„ Postage, Telegrams & Telephones 

15,104 

1,150 

4,140 

198 

704 

19,038 

2,952 

50 

27,863 

By Interest from Research from Fund Investments 

„ Profit on Sale of Research Publications 
,, Miscellaneous Receipts 

,, Deficit Transferred to Income and Expenditure 
Account 

19,038 

427 

50 

11,368 

1,125 

20,000 

„ General Charges (Including Exp. on Advertise¬ 
ment) ..... 

„ Counsels Fee for opinion on Sections of Companies 

Act . 

„ Provision for Research on Price Fixation 
,, Contribution for carrying on Research jointly with 
Association of Indian Trade & Industry. 

1,387 

3>2°o 

5,000 




49,903 

Total 

30,883 

49,903 

Total . 

30,883 


S. R. Sircar, C. Balaboshnan, Raghunath Rai, R. C. Cooper, P. R. Mehra, 

M. R. Venkataraman, 

Chief Accountant. Secretary. Vice-President. President. Chartered Accountant 

Auditors. 

New Delhi, 

Dated 13 th Sept. 1964. 
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